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PREFACE. 



The following pages essay to contain a comprehensive 
and yet succinct investigation of three main problems. 
The^r^^ of these includes the nature and eflfects of pro- 
tection. The second is concerned with the diagnosis of 
commercial depressions ; including a sujBBcient account 
of eflTective and non-eflTective remedies, together with 
the presently important question of the possibilities 
of free-trade. The third deals with the England of 
to-day as an example of the^e things : an examina- 
tion of her economic course is entered upon, and a 
wider attention is invited to the new prospects 
afforded by the presence of an extending empire. 

Professor Bonamy Price has well remarked that 
we cannot satisfactorily boast of our advance in 
economical knowledge, and so in industrial and com- 
mercial power, in the face of that widespread distress 
and depression which now broods over those very 
nations which we deem to be the most advanced 
in civilization. Nor have we more reason for con- 
fidence when we are brought to acknowledge that 
we cannot as yet look for the definite abandonment 
of economical theories that are conclusively proved 
to be wrong and hurtful both by experience and by 
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reason. We find protection, for instance, dominating 
the United States and Germany, two of the most 
" advanced" communities of the present day. 

To account for these inconsistencies is to hold that 
we are in an intermediate stage half-way between 
barefaced ignorance and full-fledged knowledge. It 
may be suggested, indeed, that political economy itself 
has not advanced far since the days of Aristotle. 
The claims of this Nineteenth Century rest on the 
wider dissemination rather than on the actual 
advance of knowledge. The Greek masses may have 
known nothing of economical truths. But then at 
best the modem English masses only know in part. 
Even in the House of Commons it has recently been 
asserted that " the consumers are not more probably 
than one-tenth of the human race." The epoch has 
yet to dawn when all men shall know in full. And it 
may well be doubted whether this intermediate stage 
is not worse than the first. It is certainly more liable 
to lead men dangerously astray. Thus, there needs 
more than ever a perpetual witness to the best 
knowledge of the day ; or counterfeit knowledge will 
assert a sway to which pure ignorance never aspired. 
False ideas unfortunately blossom into poUcies 
with no less frequency than true ideas. And it is 
the special mission of poUtical economy to expose 
the economical fallacy of any ideas that are put 
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forward from time to time as the bases of possible 
policies. By this means alone is statesmanship 
secured against the adoption, through ignorance or 
through this more specious semi-knowledge, of 
courses that can only lead to economical disaster. 

There is the essential difficulty for the political 
economist himself to come by true ideas. The first 
chapter of this book is devoted to the task of esta- 
blishing an efficient method for this purpose. Many 
authorities on political economy tell us this science is 
served by induction, deduction, verification or obser- 
vation, but that it lacks the important aid of experi- 
ment, the great ally of the physical investigator. But it 
may be advanced that the criticism of the contentions 
of other thinkers is to the political economist a very 
fair substitute for the material proper to the activity 
of experiment. As a critic he is enabled to dissect 
and experiment upon any body of opinions that has 
been consistently set up as a true explanation of 
facts. 

Thus, if in the following pages theorists find doubts 
implied in their theories, may these doubts act as 
the dull steel, and strike firom their sharp flints 
sparks of greater enlightenment for us all. 

G. B. P. 

8, St. George's Place, S.W. 



CONTENTS. 



PART I. 

INTBODUCTOKY. 

Chapter L — Political Economy. 

PA OK 

§ I. Scieutific Method i 

§ 2. Human Reasoning lo 

§ 3. Political Economy is a Human Science and must 

be Provisional ; 13 

§ 4. and Comprehensive ; ..16 

§ 5. and is a Particular Science for a Particular Purpose . 24 

§ 6. The scope of Political Economy 25 

PART 11. 

PROTECTION. 

Chapter U. — Protection as an Instrument of Government. 

§ I. The True Functions of Government 34 

§ 2. Individual Energy and Unity of Contribution ... 38 

§3. The State Sovereignty — Division of Labour ... 41 

§ 4. Grovcrnments Liable to Error 46 

§ 5. Governments enjoy Highest Knowledge 48 

§ 6. Width of Treatment Necessary 50 

§ 7. Protection an Instrument of Grovemment 53 

Chapter HI. — Young and Old Societies in their Relation 
TO Protection. 

§ I. Structural Developments are very Similar wlien they 

Occur, whether in Young or Old Societies •••55 

§ 2. Young Societies Differ greatly in Character and Ante- 
cedents ; and there is Equal Variety amongst Old 
Societies 57 

§ 3. But Young Societies, Capable of Protection, Stand 

in Intimate Relationship to Older Societies ... 63 



X Contents. 



Chapter IV. — Protection in Regard to Natural Agencies. 

PAGB 

§ I. The Manner of Appropriation and Use of the Soil 
Determines the Character of Production in a Com- 
munity ; Specially is this True in Young Societies ; 
Any Definite Land Policy then Becomes Protective 65 

§ 2. Free Grant and Low Price seek to Set up a Peasant 
Proprietor Class ; and End by Establishing Large 
Ownerships 68 

§ 3. High Prices seek to Introduce Agriculture of a 
High Type, but Sacrifice all other Industries, many 
of them more Profitable 77 

§ 4. Free-trade in Land 87 

Chapter V. — Protection in Regard to Labour. 

§ L Labour as an Industry; Self-Regulating in Old 

Societies 93 

§ 2. Not Self-Regulating in New Societies ; When it has 
to be Obtained from Outside in Right Quality and 

Quantity 95 

§ 3. Slavery and Immigration 96 

§ 4. Labour in New Societies, being more Profitable, 

Labourers uselessly seek to keep out Competition . 99 

§ 5. This Injures the Capitalist 102 

§ 6. The Right Course 104 

Chapter VL — Protection in Regard to Capital. 

§ I . Capital must be attracted ; and used for the best : 

Protection fails so to do 106 

§ 2. In Regulating the Production of Commodities . . .109 
§ 3. In Regulating the Exchange of Commodities . . .118 
§ 4. In Regulating the Supply and Demand of Com- 
modities 128 

§ 5. In Fostering Competition in other Lands . . . .137 
§ 6. Protection fails in every case 146 

Chapter VII. — Is Protection Profitable? 

§ I. Protection Decreases the Aggregate Wealth of the 

State 148 

§ 2. It Wastes, Misdirects, and Lessens Production . . .149 
§ 3. It Deprives it of its Mainspring, Capital . . . .153 
§ 4. It is merely an Historical Phase of Social Develop- 
ment 156 



"1 



Contents. xi 



Chapter VIII. — ^Limited Protection. 

PAGE 

§ I. Limited Protection is Advocated bj some, Provided it 

be Tem/)orary / but this is Impossible 167 

§ 3. Or Tentative; and this is Impracticable 172 

§3. Or for Toung Communities; but here the Means 
to the End outdo, in their accompanying evils, the 
Good of the End 176 

Chapter IX. — Other Means to the Same End. 

§ I. Protection as a means is Inefficient i8z 

§ 3. Yet there are other Efficient Means to the same end . 181 

§ 3. Protection in other Communities 185 

§ 4. Some Bounties 186 

§ 5. Free-trade ; in the Genesis of Industries, and in the 

Discovery of the most Lucrative 192 

Chapter X. — Reciprocity. 

§ I. One-sided Free-trade 200 

§ 2. Reciprocity Illogical and Impracticable 207 

§ 3. The True Statement of the Case 215 



PART III. 

COMMERCIAL DEPRESSIOI^S. 

Chapter XI. — The True Causes of Commercial De- 
pressions. 

§ I . Real Relation of Cause and Effect 217 

§ 2. Fallacies concerning Commercial Depressions — 
Morbid View of the Present and of the Future; Special 
Cases given too much prominence ; Distrust in Scien- 
tific Knowledge is engendered • 222 

§ 3. The True Causes of Commercial Depressions ; i. Waste 
of Capital; ii. Waste of Labour; iii. Failure of Natural 
Agencies; iv. Closing of Markets ; v. Glut of Markets 230 

Chapter XII. — Proposed Remedies for Commercial De- 
pressions. 

§ I. Protection as a Cure or Preventive 255 

§ 2. Reciprocity as a Cure or Preventive 264 

§ 3. Partial Free- trade as a Cure or Preventive . . . .269 



xii Contents. 



Chapter XUI. — Effectual Remedies for Commercial 

Depression. pagb 

§ I. Free-trade the Right Basis 284 

§ 2. Thrill, Honesty, and Knowledge the Right Instru- 
ments to National Prosperity 286 

PART IV. 

ENGLAND AS AN EXAMPLE. 

Chapter XIV. — England in General. 

§1. The Good of Bad Times 299 

§ 2. England must Depend on Free-trade and her Own 

Special Superiorities . . , 303 

§ 3. True Economy, both in Production and Consumption, 

is the Secret of Prosperity 308 

Chapter XV. — England in Particular. 

§ I . Economy in Production ; Prudence 311 

§ 2. Morality in Production 326 

§ 3. Skill in Production 333 

§ 4. Economy in Consumption 336 

Chapter XVI. — England in her Empire. 

§ I. England and Others 342 

§ 2. Foreign States ; Reciprocity by Treaty 344 

§ 3. The Semi-civilised ; Opening-up Markets . . . .353 
§ 4. England's Colonies 354 



Index 



373 



ERRATA. 

Page 20, Udo 24, f<yr " will show, " read " well showB." 

33, „ 2, /or "ito destruotion," rea(2 " this obstructioD.*' 
65, „ 10, intert (in Contents of Chapter XV.) "§4. Free- trade in 
Land/' 
„ 80, „ 10. /or ''manner,'* react "measure." 
„ 297, „ 1, for « with," read - for the." 



»» 

»» 




PROTECTION AND BAD TIMES. 



PART I.— INTRODUCTORY. 



CHAPTER L 

POLITICAL ECONOMY. 

§ 1. Scientific Method — § 2. Human Reasoning — § 3. Political 
Economy is a Human Science and must be Proyisional; 
§ 4. and Comprehensive ; § 5. and is a Particular Science for 
a Particular Purpose— § 6. The scope of Political Economy. 

§ 1. Scientific Method. — ^When it is intended to 
explain phenomena ; when the mind sets about 
forming a judgment which is to shape a course of 
action, a certain method of investigation is entered 
upon. It is necessary to premise that in the various 
branches of human inquiry, this method, a mere 
incidental instrument or tool, has a strange tendency 
to concentrate on itself the intellectual efforts it was 
originally intended to assist. And, though much 
salutary and necessary information is to be obtained 
through a due consideration of the nature and varieties 
of method, to allow this ancillary investigation to 
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usurp the place of its principle is to mistake with an 
essentially human perverseness, the manner for the 
matter^ the form for the thing. Yet is it specially 
desirable to insure correct method where the groimd 
to be explored is indefinite in extent and imcertain 
in character. It is no wonder, then, that method 
has usurped a too prominent position in the investi- 
gations of political economista Pure deduction 
seduces the allegiance of the students of one school, 
just as pure induction glamours the intellects of 
those of other schools: — ^these so-called methods 
draw their devotees away to exclusive worship of 
themselves ; and we find many of the disciples and 
even the high priests of these schools so abiding 
in their methods as to merge the probable advan- 
tages of borrowing from their opponents in the proud 
retention of an exclusive creed. The evil result 
of thus aUowing the method to usurp the place of 
the subject-matter is seen in the unreal "simpli- 
fications," which are the particular boast of each 
type of such scientific rigour. When political economy 
is set out in the terms of mathematical formulas 
or exclusive legal phraseology, it loses its hold on 
a public that works by the common sense of a less 
confined view. Political economy thus loses credit 
with the multitude for whose benefit it was in- 
stituted 
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That deduction and induction on mere phases or 
poles of the one essential form of reasoning which 
is " natural" to the human mind, is perhaps nowhere 
more clearly demonstrated than in the comparison 
of the various "systems" of political economy. It 
is a study of these comparisons which proves with 
adnOrable distinctness that the one form of reasoning 
is an impossibility without the other. When we 
speak of verifying by Induction the suggestions of 
Deduction, what is this but to say some facts we 
have already noticed seem to apply or be connected 
in our reasoning with other facts we now notice. 
And even in the arguments of the strictly deductive 
and strictly inductive schools, we notice that the 
distinction is merely the predondnance of what may 
be termed the present over the past, or the past 
over the present. 

Disciples of a purely deductive school would have 
us set down as the sole basis of a science of political 
economy the " human desire for wealth at the least 
possible sacrifice." And next, inductively they find 
themselves forced to admit the active presence of 
various " disturbing or modifying causes," which, it is 
allowed, do influence himian action in production, 
but are antagonistic to, or distinct fix)m, this one 
essential motive. They consequently find them- 
selves saddled with the task of attempting the 
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elimination of these causes. The disciples of a 
purely inductive school say, " Let us not imagine 
causes, let us turn to facts; and, if we group 
together a suflBcient number of these, the causes will 
appear of themselves." This second school does 
certainly leave the door open for those " subordinate 
causes, whether physical or mental, political or social," 
on which Professor Caimes lays such proper stress. 
But this school soon finds itself boimd up in the self- 
restricted view of inevitable deduction. Bagehot 
explained political economy as "the science of 
business, as business is in large production and 
trading communities." But he is led to base such a 
science on the theory of " man's preference of a 
greater gain to a less." And then this inductive 
view of political economy is confined once more by a 
most deductive definition of this "greater gain." 
We are told these gains are essentially homogeneous ; 
always alike in quality ; always representing success 
in this world as measured in money : this is the end 
set out as inspiring the motive. Yet, if induction 
were not thus bound to deduction ; if facts could be 
viewed with even a momentary absence of this par- 
ticular theory, men micfht assert that there are other 
"gaiBB" io^L« hZx action ; nui. present ease, 
and even the very waste of this particular species of 
gain will appear as fi:*equent factors in human action. 
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It may be asserted that a man will squander as soon 
as save : that indeed in the majority of cases he 
does, as a fact, prefer present gratification even 
though he know the balance of future good to be on 
the wrong side. In Mr. Lowe's words, " Labour and 
thought create wealth ; and idleness and waste 
poverty,*' We shall presently come to regard 
wealth and poverty as the positive and negative 
matter of political economy ; induction shows their 
existence ; deduction necessarily interposing, has a 
tendency to cut out this negative and leave us alone 
with the positive. 

We are often sent to physical science to admire 
the success of a pure induction ; yet in this, its 
asserted stronghold, we find deduction presiding. 
We are told to *' collect facts, so shall we find laws 
developing of themselves. " But to collect implies a 
previous notion or principle of colligation and com- 
parison. We cannot face the present to any profit 
without appealing to the past. Buckle would solve 
psychological problems solely by means of statistics. 
It is indeed true of such pure induction that it 
can tell what man does. But to attempt to explain 
psychology on such evidence alone is to make out 
that records, without any mental eflfort on our part, 
have some subtle and unknown means of informing us 
why men do so. Statistics are, in the first place. 
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themselves the inductive product of the application of 
deduction. And, in the second place, they are mere 
dead matter till breathed into by some mind ; till 
treated collectively ; till compared or analysed ; till 
brought under the vivifying influence of fresh 
deductive effort. 

Again, we find deduction an axsknowledged instru- 
ment of great value to the inductive sciences. It is 
by looking for expected manifestations that the in- 
vestigator can proceed most expeditiously. It is in 
working experiments on the lines of some theory that 
advance is most rapid. The theory may indeed 
succumb in the operation ; the expected manifesta- 
tions may prove other and unexpected causes to be 
in operation, but it is by this h 'priori aid that 
h 'posteriori results are hastened. There is more in 
the nominal signification of these terms than is 
ordinarily conceived. It is from what we have 
learned that we can proceed to learn more. The 
former enables us to judge the better of the latter ; 
the past of the present. The Athenian dialectician 
argued there could be no beginning to such a process 
of knowledge, and thence he could predicate its impos- 
sibility. We hold, with the support of comparative 
anatomy, that we, men, are bom into this world 
inheriting or at all events possessing many instincts, 
many embryo forms of knowledge, which at once and 
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immediately have the power of adding to themselves 
and developing themselves towards more perfect 
growth. The theories we work with are the mere 
impressions of facts ; the fects are the mere points 
on which theories are arrested. 

In a word, when we enter upon the explanation of 
the actual we bring a mind to bear upon matter, but 
a mind already cognisant of matter. So far as human 
experience goes, the universe, all that we know, 
revolves as it were roimd an axis atone end of 
which is mind, the capacity for judging ; and at the 
other is matter, the material for judging. Between 
th^e two poK me« vanidu^ p^in^thout parts 
or magnitude" to the present form of human intelli- 
gence, revolving roimd this axis, bulges out the 
hirnian world of to-day. As we leave one pole so do 
we leave the negative realms of a wilderness of 
unexplored and as yet unexplorable mind, for increas- 
ingly known and used fields of mental eflfort. But 
we journey over these until we approach the other 
pole, and become arrested in the waste of unexplored 
and as yet unexplorable matter. At the present we 
can conjecture and conceive, but we know nothing 
concerning either of these poles. The ground we 
do know is none the less essentially and necessarily 
a mixture of the two, of judged and judging, of 
matter and mind These we cannot separate; we 
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live in the zones where mind and matter are mixed ; 
and until we leave these zones it is apparently hope- 
less to attempt to separate the two; and, consequently, 
useless to work as though fact and theory were 
possibly separable. 

The recent history of the physical sciences 
presents to us a suggestive analogy. There are men 
so pleased with the victories of " science" they begin 
to assert — now theoretic must yield the ground to 
applied science. The final cause of science is the 
promulgation of practicable arts. We must get as near 
as we can to the principles of mechanics if we 
would make the best use of our pulleys. We must 
take the indications of history, the si:^gestions of 
what is recorded for us, and we must take them as 
influenced by and as influencing minds ; we must 
add the explanations of these that from time to time 
are given by other minds ; the result will be the best 
present knowledge of the subject. But there is no 
line of demarcation between this knowledge and its 
bases. It is them. Pasteur well deprecates the popular 
tendency towards such a mischievous demarcation. 
He writes, " Non, mille fois non, il n'existe pas une 
cat^gorie des sciences auxquelles on puisse donner le 
nom de science appliqufes. II y a la science et les 
applications de la science, li^es entre elles comme le 
fruit k Tarbre qui Ta portd " If we would grow fruit 
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we must study the tree ; and we must know more 
than mere botanists ; we must know more than its 
" local habitat/' its " scientific name," or even the 
motions of its sap and the type of its flower and its 
leaf We must refer to chemists and agriculturists, 
and foresters and meteorologists ; must, in short, 
focus upon this question of fruit all the light of 
knowledge that will apply. The fruit will come of 
all this. But when we eat this fruit we shall 
remember we are but enjoying the tree ; and that 
without the tree we cannot have the fruit. Without 
the science we cannot have the art ; without the 
knowledge we cannot reap the harvest of the know- 
ledge. There is the deductive theory and there is 
the inductive application : the one is barren and 
profitless without the other ; and this latter is 
impossible without the former. 

Thus, if we are not led astray to prefer the manner 
to the matter, the method to the subject, we shall 
regard political economy as falling to the care of 
that method which Mill emphasised, and which 
Aristotle suggested ; that " conciliance of induc- 
tion and deduction," which gives the two classes of 
methods their right place as inseparable phases of the 
one real process of human reasoning. Bacon himself 
had to concede, for human purposes, an " inquisitio 
activa" — a practical application to particular in- 
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stances of the results of his heaven-seeking induc- 
tion: protesting the while, for consistency's sake, 
that this divergence " per scalam descensoriam," was 
in direct opposition to the profitable inductive ascent 
from the " nobis notius'' to the " simplicitur notius :" 
from hiunan imperfection to divine perfection. 

§ 2. Human Beasoning. — The ordinary human 
reasoning proceeds from reality to thought, but fails 
to return to reality. We can trace to Aristotle this 
distinction between the reality {ainov ytviatioq) and the 
knowability {oItiov yvija^wq) of any object. These 
two abstractions of attributes or appearances of any 
one thing have long been mistaken for separate 
things. And this prostitution of an invaluable mental 
instrument it seems impossible to guard against 
with the majority of hiunan intellects. Know- 
ledge progresses indeed from " there is," to " it is," 
but seldom has patience to think out the subject 
sufficiently to arrive at " this is ;" thus it becomes as 
a rule stranded in a world of unreality, created by 
itself, for itself, and in which it nevertheless imagines 
it has discovered that " ordo ad universum," which 
it considers so far higher, truer and more absolute 
than that " ordo ad nos," which it began by recog- 
nising, but omits to explain. 

These errors cannot accrue if we can bear in mind 
the method of himian reasoning as a whole. The 
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bases (ra Trpwa) of deduction are given by that 
ivayu}yri which leads us from the " nobis notius" of 
Bacon, to the "simplicitur notius;" from the facts of 
experience to their explanations. But this iiraywyri 
proceeds, we must remember, Sia iroAAwi/ and not 
Sla wavTiDv ; it is colligation of as many as possible, 
not of all, instances. This may make us hesitate 
to ascribe to these ra Tptjra universal or absolute 
validity ; and it is this salutary hesitation must 
bring us to recollect that deduction is bound up 
with a supporting induction. And then again we 
find that this irray^yri, this supporting induction, 
this colligation of experiences, implies the previous 
presence of experience {IfiKHpia) and so of remem- 
brance {fiinifiri), and so, in the first instance, of 
appreciation of instances (aUOriaig). But to dis- 
criminate and to notice implies colligation and 
justaposing. Thus is made evident the circle of 
complete reasoning. 

Scientific method is the process by which the 
world becomes to us what it is in itself. But it is a 
process; and this implies the too often forgotten 
fact that the steps are, in their very essence, pro- 
visional, and not final. Remembering this, can we 
alone view rightly the essentially provisional dis- 
tinction between the judgments of synthesis and the 
judgments of analysis. This then becomes a mere 
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distinction of degree to our growing intelligences. 
Our intelligences are in process from noticing the 
actual to explaining the actual Each human judg- 
ment presupposes synthesis, or the putting together 
of experiences. But each judgment is in itself an 
analysis ; or a finding, in this synthesis, of common 
points ; but an analysis which, in all internal think- 
ing, is a mere step to fuller synthesis. Human 
knowledge of any object begins by appreciating it as 
a sensible object ; elementary indeed, but qualified 
with infinite perplexity ; and possessed of a concrete 
reality only potentially, in regard to the possibility 
of being known. It is indeed potentially a thing to 
an intelligence that can know it ; but really a thing 
only to an intelligence that does know it. This 
fulness of reality is complex and confused, but 
eminently simple to a first experience. This fulness 
of reality becomes known by a putting together or 
synthesis of experiences conjomtly with an analysis 
which resolves them into distinctness, but then again 
conjointly with a synthesis which yields by a series 
of combinations of these separated features a complex 
once again, a fulness of reality, but one that is no 
longer confused but determinate. Every experience 
noticed implies a detachment of it from others, and 
this involves the double act of analysis, or separation, 
and synthesis, or combination. The intelligence thus 
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comes to know the thing it previously could know. 
This is the process of knowledge. Conjoint synthesis 
and analysis makes things knowable known to men : 
this is the process by which we get a body of new 
knowledge to our use and profit : this is the real 
method of all sciences. 

S 3. Political Economy must be Provisional. — It is 
somewhat appalling to contemplate thevast extent and 
complexity of subject-matter of any one human science. 
The attack, so far as any finality is involved, resembles 
too closely a mere forlorn hope. But there is basis 
for confidence in the consideration that provisional 
judgments are of infinite use ; and that their value is 
enhanced by a recognition of this provisionality. 
The doom of all achievements of the hiunan intellect 
is supersession by some other ; nor is this other 
always in the end a better one. Particular theories 
founded on such general explanations of the actual 
as that of evolution, usually proceed on the assumption 
that what the human mind gains is more than equi- 
valent to what it loses. There is an attractive 
popularity about such reasoning which, appealing to 
that powerfiil lever, vanity, arrests attention for 
subjects only too often passed by without notice. 
Yet when we are concerned in strictly scientific in- 
vestigations it will be well for us if we can remember 
that procession rather than progression is all that can 
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be profitably asserted. We know we change ; can 
we say we improve ? We know we invent and 
discover ; but how much do we let go by the way ? 
Some have even asked. Do the men of 1880 a.d. lead 
more godlike lives than the men of 1880 B.c. ? Others 
point out, that though we have steam and scientific 
engineering we do not set such marks on the face of 
the earth as the Pyramids. Judging by the past, we 
cannot assert that each step we take is one of pro- 
gress. If we recognise this, then can we safely aasert 
that, whether the gain or the loss be greater in the 
procession of human knowledge, at all events we 
arrive at a knowledge the best under the circum- 
stances ? We proceed on the basis that self and 
matter, man and circumstance, are in a state of per- 
petual reaction. Specific experience verified by the 
principles of himian nature, is nothing more or less 
than the human mind forming fi-esh judgment of 
circumstances and interpreting them by former judg- 
ment of circumstances. Man records all of this, that 
he remembers, for himself firom his own point of view. 
It is no wonder then, that the "Laws" he conceives 
of are not absolute, but empirical. He obtains, not 
ultimate principles, but explanatory apothegms of 
and for himself He may observe what to him are 
general tendencies ; and such observation will be of 
the greatest use to him in his practical work. He 




Political Economy. 1 5 

may be a successftil chemist, though he work by the 
basis of the old-fashioned five elements, or of a mole- 
cular theory, or of the latest one-ultimate-element 
theory. He may navigate the wide seas, though 
holding to the theory that the sun revolves round 
the eartL The best theoretic science of the fifteenth 
century, an epoch of all others reflecting most glory 
on navigation, gave to the Portuguese all heathen lands 
they could discover to the east, and to the Spaniards 
all they could discover to the west, of a certain 
parallel of longitude. Little did Pope Alexander VI. 
and his scientific advisers wot they were giving the 
world reciprocally to the two rival nations between 
whom they hoped thus to secure peace. But this re- 
ceived theory that the earth was flat did not deter the 
Spaniards and Portuguese firom pushing their explora- 
tions till they had girdled the flat earth and opened 
up the whole world to Western Europe. Indeed, 
the theory was incentive rather than deterrent. 

Our ablest exponents of political economy acknow- 
ledge that actually its theory is constantly changing; 
nor does there seem much present prospect of many 
of its leading principles emerging from the category 
of the unsettled. Political economy, then, as being 
a himian science, must be provisional in its nature. 
The mind may have strong suspicions of the absolute 
and the ultimate ; nevertheless, the evidence may be 
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termed circumstantial only. Yet is it necessary to 
base our action upon such evidence as we have ; and 
such action will proceed with all the greater security 
and success if this provisional evidence be not mis- 
taken for certainty and for absolute truth. Instead 
of putting the accused out of this world once for all 
we keep him in durance, knowing that thus alone is 
reparation possible on the appearance of other evi- 
dence. " Progress of knowledge" is at best merely 
the process of verification and rectification of this 
human explanation of human environments. 

§ 4. Political Economy must be Comprehensive. — 
When we consider the method, the framework of a 
science, we at once acknowledge that definition is at 
once the basis and the crown thereof A whole 
treatise on the wealth of nations is nothing more 
than a homily on the text " wealth ;" nothing other 
than an amplification of that term. The definition 
is at once introductory and conclusive. A definition 
of poUtical economy, or of any science that sets out 
the resolution or explanation of a complex object, 
precedes and is all that remains of an account 
thereof But it may not be forgotten that this 
amplification is, in itself, of the highest value. It 
explains, illustrates, impresses what, in its absence, 
would be confused, indistinct, and transitory. Hence 
the high import of a sufficient comprehensiveness in 



^ 



Political Economy. 1 7 

definition. This is no less necessary in the subordi- 
nate than in the principal definitions : but to political 
economy especkUy has this necessary comprehensive- 
ness been denied. 

Political economy is an integral part of the science 
of society. It seeks to explain a definite department 
of the actual ; it is concerned with a definite division 
of human knowledge : and^ in these its functions, its 
main duty is to avail itself of all other lights that 
are the special results and work of other departments 
of knowledge. We must recognise as many as 
possible of the conditions or environments of its 
subject-matter, if we are to arrive at the best results. 
It is true the political economist is not called upon 
to explain and illustrate the mechanism of the steam 
engine, but he must not, because the engine happens 
to be the special property of mechanical science, 
therefore leave its influence in production alto- 
gether to the notice of other sciences. He is not 
called upon to analyse and explain human motives 
for action, but he must acknowledge their presence or 
absence and their iofluence. Nassau Senior is among 
those who would confine the science of political 
economy to doctrines corresponding with external 
realities only " in the absence of disturbing causes." 
It is presumable we recognise these disturbing causes ; 
and though they are acknowledged causes, yet are 

c 
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we bid exclude them from the cognisance of this 
science. 

There has been much discussion as to the pro- 
priety of admitting moral and social elements into 
political economy. There is at the present a 
tendency among our leading authorities to give them 
due place. Professor Caimes sees the importance of 
this mental side of political economy. He tells us : 
" Superior mental power, regarded with a view to the 
production of wealth, is an instrument of production 
perfectly analogous to superior fertility of soil : they 
are both monopolised natural agents ; and the share 
which their owners obtain in the wealth which they 
contribute to produce is regulated by precisely the 
same principles. Men of genius, therefore, and 
country gentlemen, however little else they may 
have in common, yet being both proprietors of 
monopolised natural agents, would in an inquiry into 
the laws of wealth be properly placed in the same 
class." It is true Professor Cairnes proceeds to point 
out the strangeness and incompatibility of such 
grouping for purposes of science. But he none the 
less points out the economic importance of the pure 
mental element in production. It has been said of 
authors that they should be paid for cultivating 
ideas on the same ground that a farmer is paid for 
cultivating turnips. No doubt the ideas have their 
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material results no less than the turnips. Professor 
Bonamy Price sees clearly and distinctly that it is 
not only impolitic but impossible to exclude entirely 
£ix)m political economy the moral and social cir- 
cumstances of production. He points out, that as it 
is concerned with the material it becomes subordi- 
nate to the moral Indeed, it is hard to draw a line 
between the two. It is in a certain sense true that 
morality can be expressed in the terms of poUtical 
economy. For instance, when it is said that Factory 
Acts are necessary to prevent the moral evils of ex- 
cessive work for children, is not this in other words 
a statement of the £u5t, that, by this protection in 
their youth, they are enabled to grow into more 
capable men and women ; more worthy of a place in 
the ranks of the great industrial army of humanity ? 
This view of the comprehensive scope of poHtical 
economy is always suggested when labour is con- 
sidered. Like all other commodities, it must depend 
on supply and demand. At once we are brought 
into direct contact with important moral and social 
elements. We are forced to recognise that the 
supply of labour depends on political, moral, psycho- 
logical and other grounds ; on the presence, that is, 
or the absence, of personal freedom ; of child murder ; 
of respect for marriage ties ; of reproductive power 
in the race ; and so forth. It is true in such problems 
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we must ligidly exclude all matter foreign to their 
actual solution. It will not serve the purpose of 
economy, for instance, to wander to the examination 
of the place of labour in a society ; on its ennobling 
or debasing eflTects on the moral nature; on its 
power to develop muscle and health. These may 
be moral and social questions, but they do not afford 
direct aid in solving the problem in hand. 

Perhaps human custom or tendency may be termed 
an important social element ; it is certainly a most 
potent factor in the solution of economic problems. 
For instance, the whole human race exhibits a marked 
tendency to set a higher value on the foreign and the 
strange than on the home-made and the customary. 
This strong tendency, closely allied to man's original 
inclinations to traffic and barter ; to explore Nature ; 
to increase his knowledge ; may be well regarded 
as the natural sanction and incentive to free-trade. 

The necessary presence of moral and social elements 
is nowhere more distinctly shown than in the con- 
sideration of capital The growth in this element 
in .production appears to depend quite as much on 
moral and social as on more material elements. 
Professor Caimes will show that its growth depends 
on " such causes as the external circumstances of 
the countries in question, the intelligence and moral 
character of the people inhabiting them, and their 
political and social institutions." 
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It is impossible to treat satisfitctorily of " wealth" 
without keeping in view many moral and social 
smroundings. The exclusion of these, for instance, 
renders the very definition of wealth palpably in- 
sufficient for the purpose in hand. We may see this 
when the "science of wealth" comes to treat of 
labour as being productive and unproductive. 
We are told that a man grows rich by the one and 
poor by the other; and the trite examples of the 
two forms in activity are manufacturers and sei-vants. 
This partial view yields an eminently partial, and 
therefore unsatisfactory, explanation. We may sup- 
pose the case of a manu&cturer who invests his 
capital in a mill and in working it for a year ; and 
at the end of the year has in hand a certain amount 
of goods he has produced. If, now, he sees no prospect 
of selling these goods, he will close his mill, leave 
his plant in idleness, and cumber his warehouse 
with the goods. He is, according to the confined 
material view, a productive labourer: it may be 
asked, does he hereby enrich himself? doe^ he 
enrich his state ? does he enrich the human race ? 
Or, again, we may suppose the case of a man who 
invests a similar amount of capital in maintaining 
for a year a large establishment, and his money is 
expended on a large stajff of servants. By so doing 
he attracts and wins the confidence of his fellows : 
they may put him in charge of their capital as a 
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paid director, or they may set him to rule over their 
common concerns as a salaried minister. To the 
confined material view this is all unproductive 
labour. Yet if we look further afield we can 
hardly say such a course of action fails to enrich 
the man, or the state, or the human race. The 
labour of his servants, so far from impoverishing, 
simply enriches all concerned. In short, if we free 
ourselves from the confined material view, we can 
see the actual value of this advertisement of his 
value in his own market. 

The fact is, "wealth" includes men as well as 
things; mind as well as matter. When we 
discuss " wealth," we are not men judging of 
things, as chemists "inquiring of Nature," but men 
judging of men and things. We are judging of the 
two in combination, and it no more avails to cut 
out the one than the other. It is held that a true 
comparative method will judge of everything in 
relation to everything else. There are theories 
of political economy, for instance, which resemble 
certain older theories of ethics, which base the whole 
system of morality on the motive alone ; results and 
circumstances are entirely ignored. So would some 
have political economy base itself alone on "man's 
desire for wealth at the least possible sacrifice." 
This one motive is set out as " positively true ;" 
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as the " one unquestionable fact of man's nature." 
Yet is it so only when it exists ; only when it comes 
into play. It may be true that this becomes the 
average motive of a commercial age. Yet in its 
absence, whether in an epoch or in a particular case, 
we find other motives at work affecting individuals 
and politics, even in their strictly economic develop- 
ments. Social ambition, vanity, lust, often occupy 
the place of "desire for wealtL" And to omit 
these is to beget a popular mistrust in the science 
which must rob its conclusions of very much of 
their practical valua 

Not infrequently we find the aversion to labour 
stronger than the desire for wealth. Narrow- 
minded selfishness is a fundamental element in 
human nature fitr removed indeed from reasoning 
"love of wealth at the least possible sacrifice." 
Much human economic conduct is fashioned on the 
plea " as much ease as is compatible with bare 
existence." As we have said, wealth and poverty 
are, as it were, the two poles of economy. And 
we can only interpret the one by determining the 
other. Political economy is the science of increasing 
the wealth of the human race, but that involves 
recognising the conditions that operate against this ; 
discovering and labelling disturbing causes, not 
excluding them from review. Medicine is the 
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science of increasing the health of the human race, 
and its first province is disease ; its first endeavour 
to trace those disturbing causes that operate against 
health. 

^ 5. Political Economy is a particular science for 
a particular purpose. — The political economist is, 
as it were, an expert or person possessed of par- 
ticular professional knowledge. In other words, 
he has concentrated in himself all the aids that 
other sciences 3deld for the certain specific purpose 
of ameliorating man's condition. On the one hand, 
he must guard against a tendency, the cause of 
much error, confusion, and disappointment, to give 
the results of a confined science the extended 
validity of wide philosophical facts. It is this 
which has brought much discredit on political 
economy. And, on the other hand, there is a ten- 
dency, scarcely less baneful, which leads to a too 
exclusively theoretical application of the science. 
This is the special fault of a view that is not 
sufficiently comprehensive. The confined theory, 
for instance, which would simply state free-trade 
to be the right and true condition of exchange, 
and not deign to allow or account for disturbing 
causes, at once invokes mistrust in the minds of 
those who regard the obvious fact that free-trade 
does not commend itself to the majority of men. 
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Yet is it undoubtedly the sum and substance of that 
" desire for wealth at the least possible sacrifice," 
which we are told is the true base of all economic 
endeavour. This confined view invites the rebuke 
that political economy is " scientific but incomprehen- 
sible." Men ask for the bread of practical utility, 
and are given the stones of a confined theory; and 
usually at the time of the gift, both giver and receiver 
imagine these dry stones to be nourishing bread. 

The political economist is called in to advise the 
statesman or the merchant. Not infrequently, like 
the old school of doctors, his advice is couched in 
phraseology and theory which can but appear 
pedantic and incomprehensibly scientific to the 
uninitiated. Professor Bonamy Price is the one 
political economist who bravely advocates a more 
modem procedure. Most rightly he insists upon 
what the world will with far more confidence come 
to trust in as a common-sense treatment So, too, 
in the medical world there has come about a re- 
vivalism from the almost superstitious trust, which 
indeed was but a survival of the days of the medicine- 
man ; and the patient expects explanations of 
hygienic and dietary conditions in the place of a 
mysterious shibboleth and strange concoctions 

§ 6. The scope of Political Econowy is most properly 
determined by its relations to other sciences. The 
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whole sum of the subject-matter of human science 
embraces the moral and the material experiences of 
mankind. The former are religious and ethical ; the 
latter social, economical, political : but they are 
each of them mere dijfferent aspects of one whole. 
And this fact is of special importance when we con- 
sider economical experiences. The fundamental 
beliefs and dogmas of many systems of religion and 
codes of ethics are essentially economical The 
wisdom of a day of rest commends itself on purely 
economical grounds ; high-class codes of morals have 
their most powerful sanction in the economic 
benefits they afford. All social arrangements are 
actually formed on the principle of securing the best 
economic opportunities ; all political institutions 
issue out of the resolutions of men to insure for them- 
selves the best economic conditions. Thus economic 
science appears as the comer- stone of the fabric of 
human knowledge. The question remains, how much 
of this human knowledge falls outside the special 
provinces of sciences other than political economy. 
There are many ways of stating the position. We 
may see that sociology professes to explain man as 
living in society ; and biology to explain man as 
living in nature. And, again, we see psychology 
attempting to explain man's mental environments, 
while " natural philosophy" attempts the explana- 
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tion of his material environments. It would seem, 
then, that there is a province of human knowledge 
not occupied by any one of these sciences. This 
province is the explanation of the actual dominion 
over Nature of man living in society. The funda- 
mental principles of a science which shall attempt 
the occupation of this province of human knowledge 
are the achieved results of the sciences which deal 
with Nature, and man, and society ; these are the in- 
struments and the aids necessary. Political economy 
seems fitly to take charge of this science, which 
explains how the human mind modifies for its own 
ends the material or physical imiverse. Political 
economy becomes the science of human " band-work" 
or co-operation in respect of the modification of extra- 
hiunan surroiuidings. Man is set down in the midst 
of this world for a time. He has a mind; which involves 
knowledge, appetite, desire, emotion, and the various 
" mental phenomena." He has a body ; which in- 
volves food, health, clothing, and the various "material" 
phenomena. He has environments ; which involve 
travel over space ; the effect of past and the prospects 
of future time ; communication with others like him- 
self ; contact with what is mentally and materially 
different from himself; — the various moral and social 
and physical phenomena. The art by which he is to 
regulate these conditions for the best is based on such 
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sciences as political economy. This science is merely 
a portion of complete science, or of that architectonic 
poirric poifaMCy or explanation of the actualy of that 
perfect knowledge whidi indeed, at the present, 
passeth man s understanding. It is by focussing the 
eye on this portion that we can so much the better 
understand some of it : but in so doing we may in 
no wise ignore the fact that it remains but part of a 
whola On the one hand it merges imperceptibly 
into the science of mind, and on the other into that 
of matter : it cannot sever itself from the sciences of 
any one of man s environments. 

If we define political economy as the " science of 
the production, distribution, and consumption of 
wealth" we mav not, with the French school, 
confine wealth to the material products of the 
earth. And if once we pass on to define wealth 
to be "anytliing which can be bought or sold 
or exchanged, whatever its nature may be," we shall 
pass beyond the happier terms of the older theory 
that " the spontaneous co-operation of individuals, 
seeking each the greatest pecuniary gain to himself, 
constitutes the best possible organisation for realising 
the general good of the commimity." For we cannot 
assert that every exchange is for the pecimiary good 
of both parties. This is proceeding on the assump- 
tion that the asserted universal motive of this human 
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love of gain is always the servant of perfect know- 
ledge. That a man may desire gain in every one of 
his transactions is a very different thing to his always 
gaining by his transactions. And any explanation of 
human action based on such a principle will little 
accord with the actuaUties of the present. 

We arrive at more clearness in those explanations 
which tell us this exchange is based on each man's 
absolute right to use and dispose of the articles in 
question — articles, as lawyers would state it, corporeal 
or incorporeal. But there must exist a desire for 
this exchange. The gratification of this desire, when 
present, involves a sacrifice. This will be regulated 
in amount by the desires of giver and taker. Some 
have sought to set down the exchange value of a 
thing as the equivalent of the labour or service that 
produced it. This is indeed the price set upon it by 
the giver. But the taker only oflTers a price which 
represents the amount of sacrifice he deems himself 
obliged to make to secure the article in question. 
From Aristotle downwards we have heard of values 
in use, and values in exchange, of values extrinsic and 
values intrinsic. A commodity has indeed this double 
value, oiKtia Kai ovk ofucia. But its value in utility is 
patent to and enjoyed by its possessor ; its value in 
exchange only exists when exchange takes place. 
Labour spent on giving a thing value in exchange 
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is labour wasted, unless the thing is exchanged. A 
thing is not " produced," does not enter the cat^ory 
of " wealth," until its value is acknowledged in con- 
sumption — until it is used. We are told that the 
economic value of a thing is the quantity of labour 
it can command; and this is true, provided we 
remember that " can" means not a possibility, but a 
certainty. In other words, the value of a thing is 
the amount of labour it actually saves its possessor, 
and not the amount it covld save if exchanged or 
used. The bootmaker in using a boot is saved the 
labour necessary to its construction : this is the 
value of the boot to him. It matters not to him 
whether he uses it to walk a hundred miles in, or 
uses it to supply himself with beer for seven days by 
its exchange. And the same is the case with the 
publican who uses the boot : its value to him is the 
labour actually saved necessary to its construction. 
The supply of commodities gives them value in use ; 
the demand for commodities gives them value in 
exchange. A man produces value in exchange ; he 
consumes value in use. 

In popular terms, then, the basis of political 
economy is man versus Nature ; the human known 
gradually assuming dominion over the human un- 
known. This attack on Nature may be termed work. 
What is won may be termed wealth, or more 
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popularly, " stored work." This only has value when 
it is used ; when it is taken out of the store and set 
in motion ; when this stored work can supplement 
the exertions of actual labour. In other words, 
value is the using saved work. 

But the term work has a wide content. It in- 
cludes, for instance, forethought, knowledge, and 
advance of stored work. Thus, by growing wheat in 
the spring and reaping in the autumn, I have a 
granary stored during the winter. K I take of this 
I save other laborious methods of feeding myself 
through the winter months ; in other words, of 
battling with certain material environments. If 
another man takes of it, he saves similar labour. 
But the work thus stored is the result of " absti- 
nencCy' on my part, in toiling at the plough ; of 
knowledge^ in that I trusted the spring rains and the 
summer suns to arrive in due season ; of the advance 
of 8i07*ed work, in the wrought wood and iron of the 
plough and in the seed that was sown. But those 
that use of the product pay for this by future 
exertion. Each one has to make good the hole he 
makes in his stored work. Wages are temporary 
supplements of such a want ; credit is the use of 
other people's stores ; capital is the use of one's own 
stores. Yet in the use of all these means we only 
seek to replenish our stock of stored work. 
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But we must take account of disturbing causes. 
The veij fact that wages exist, that all men possess 
not equal stocks of stored work, tell us that our 
subject-matter is heterogeneous. A man does not 
always save the same amount of labour or work that 
he expends. Sometimes he secures more, sometimes 
less. This is the basis of the inequahties we see 
around us in the prosperity whether of individuals, or 
of nations, or of epochs. Folly, bad seasons, vice, on 
the one hand ; prudence, good seasons, virtue, on the 
other — these are some of the causes of all this. And 
they are all of them regulating the contact of man 
and Nature, and must all of them be taken into 
account if an art is to be based on our science; 
if its theories are to have any profitable connection 
with practice. 

We must guard against a too fi-ee use of that 
invaluable instrument, abstraction. It is decidedly a 
two-edged weapon ; while by its efficient aid we are 
cleaving our way through the densest thickets of the 
unknown, we are only too liable to sever by its back- 
thrust the clue that can alone explain our explora- 
tions. We are apt to forget in the relative realities 
of our experiences that absolute truth is still out of 
sight. We are concerned with the possible and the 
contingent ; we are apt to mistake these for the 
certain and the necessary : or, in concentrating our 
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attack on some definite obstacle, we are blind to the 
tricks that in other directions circumvent its destruc- 
tion. It is for this reason that it is necessary ever 
to be alive to a comprehensive survey — at all stages 
of the process. 

We have seen, then, that the economic environ- 
ments of men represent their position in r^ard to 
" Nature," that is, to all that is not more essentially 
human. At the same time, man is inseparable from 
his mind, his body, and his fellows. We may say 
he thrives by a desire for wealth : but his judgment 
may go wrong ; his enei^es may falter ; his fellows 
may obstruct ; and, in the end, though he trimnph 
over all these. Nature may prove unkind. Thus a 
science of political economy must not attempt the 
severance of its connection with the equally developed 
sister-sciences that treat of mind, body, society, or 
nature. Psychology, Biology, Sociology, Natural 
Philosophy — each and all must be laid under con- 
tribution if we are to come by a practical explana- 
tion of the actual It will be on these lines that the 
consideration of Protection will be proceeded witL 
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CHAPTER IL 

FEOTBCnON AS AN INSTRUMENT OF GOVERNMENT. 

§ 1. The True Functions of Goyemment — § 2. Indiyidnal Energy 
and Unity of Contribution — § 3. The State Sovereignty — 
Division of Labour — § 4. Governments Liable to Error — § 5. 
Governments enjoy Highest Knowledge — § 6. Width of Treat- 
ment Necessary — § 7. Protection an Instrument of Government. 

§ 1. The True Functions of Government — Protec- 
tion, so far as the purpose in hand is concerned, 
is perhaps suflSciently defined as the interference 
by a State with the influx of commodities produced 
in other States, in order to serve certain ends in 
regard to its own productive energies. 

At this very threshold of the subject many autho- 
rities have taken their stand, on the plea that such 
interference on the part of the State is a violation of 
the true functions of government. To acknowledge 
such a plea is to cut away all ground for the discus- 
don elr^d upon in the Molg ^ It U thu. 
at the least respectful to put forth, at the outset, 
sufficient reason to justify the rejection of this plea* 
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The true Ainctions of government have been 
variously defined. We are told by many that the 
whole duty of a government is to accord to its 
subjects security of person and property, together 
with fiill liberty for the exercise of their industry 
and skill in every honest and lawftil vocation ; in 
brief, "the 'protection' of person and property against 
force and fraud. " Within the limits of this theory, 
protection is and can be no fimction of government. 
A yet wider theory simply regards government as 
that form of the conunimity which undertakes all 
good works that it is inexpedient for private enter- 
prise to undertake. This would allow of protection, 
provided it were of itself a " good work" 

Again, proceeding to more philosophic terms, we 
are tempted to quote the happy description of the 
true development of mankind in Sheldon Amos's 
"Science of Law" (p. 119): "It can only proceed 
through the multiplication of groups, together with 
unity of contribution." Thus it may be held to be 
the architectonic function of government to insure 
that unity of contribution without which the healthy 
multiplication of groups would result in nothing but 
a reversion to a primitive barbarism. And a neces- 
sary condition to the performance of such Amotion is 
the continued existence of the healthy action of the 
individual group& Many high authorities maintain 
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that protection has an innate tendency to annihilate 
individual energies. Mill writes: "Letting alone 
should be the general practice ; every departure from 
it, unless required by some great good, is a certain 
eviL" The eminent Spanish economist, Sefior Pren- 
dergast, puts it thus : " If you lose confidence in the 
natural powers of the individual, and call upon the 
State to substitute its power, it is all over with 
the individual" Professor Caimes comes yet more 
directly to the point : " When once the industrial 
classes of a country have been taught to look to the 
legislature to secure them against the competition of 
rivals, they are apt to trust more and more to this 
support and less and less to their own skill, ingenuity, 
and economy." And Bastiat comes to the conclusion 
that the "best and most righteous economic world 
will necessarily result from letting things alone." 

There is certainly suflScient in this line of argu- 
ment to make us hesitate in assigning to govemm^it 
so momentous a fimction. At the same time, it is 
well to remember that the interference of the State 
with some phases of individual energy is an absolute 
necessity. For instance, we are told that this is the 
case where free competition is impossible ; otherwise 
private monopoUes ensue. Sir Louis Mallet, indeed, 
replies with much power : " But private monopolies 
can be controlled and regulated by the power which 
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permits them, and war or revolution can alone control 
the abuse of a power held by the State." Then is 
just the objection that this reply is perhaps hardly 
true theoretically of self-governing communities — 
that, for example, the abuse of such a power would 
form a great rallying point for an opposition in our 
English Parliament. But these various reasonings 
all serve to point the truth that government inter- 
ference with the proper objects of private enterprise 
must be justified by very urgent reasons. 

Adam Smith, indeed, would allow the function to 
government, but hedges its performance round with 
so much "prudence" in his "lawgiver" as to narrow in- 
definitely its practical appUcation. When deprecating 
the " protection" of mining speculations, he tells us, 
"a prudent lawgiver, who desired to increase the 
capital of his nation, would least choose to give any 
extraordinary encouragement or to turn toward them 
a greater share of capital than would go to them of 
its own accord." The Umits thus set on the prin- 
ciple of interference rob it of much of its specific 
character. 

Nevertheless, to leave individualenergiesaltogether 
to themselves is to allow a considerable loophole to 
private initiation, even when it be mischievous, 
according to the best knowledge of the day, not only 
to itself but to others as weU. Thus at once arises 
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a danger fatal to that other pole of the force, which 
vitalises and sustains all societies — ^the unity of con- 
tribution. 

§ 2. Individual Energy and Unity of Contribution. — 
Merivale tells us: " Every deduction from the liberty 
of man as a free agent is, in an economical sense, a 
diminution of his power. This is true in old coun- 
tries ; still truer in new ones ; it forms the immovable 
basis of the general argument against public inter- 
ference with the production and distribution of 
wealtL" But this is rather to adopt the theory that 
the citizens of a human society are mere " cannon- 
balls in juxtaposition." It would make man a mere 
discrete atom. To assmne that every deduction from 
this " liberty" of man is a diminution of his pro- 
ductive power, is to adopt a previous postidate that 
every human being exerts aright that power of his 
which can be exerted in production. No doubt, in the 
era of the Vrilya, this may be true, but imtil the 
coming race rise and annihilate the present occu- 
pants of the earth, it will be, to say the least, indis- 
creet of statesmen to assume that their fellow- 
citizens are perfect in knowledge, perfect in the 
control of their actions, their passions, and their 
thoughts. Men are curiously sociabla The labourer 
will thoroughly trust his employer to set him work 
which is for the economic benefit of the community. 
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80 long as the employer does not lower his wages or 
lengthen his hours. But his view of the economic 
benefit of the commimity alters altogether, once his 
employer lowers wages or lengthens hours And the 
employer, on his side, will pay wages and buy 
machinery to carry on an industry, provided his 
fellow-men allow him to obtain wool from the farmer 
and to sell his stockings to the shopkeeper un- 
molested He will not object to pay out of his 
profits taxes to secure all this. Eight through society 
there is a pervading principle of dependence : each 
man leans on his fellow. But to make each a free and 
unconnected agent, however much it might increase 
his potential economic force, would by no means, in 
the present course of hmnan affairs, insure its actual 
exertion. It woidd, in fact, minimise the condi- 
tions favourable to such exertion. Man, in his 
present position in Nature, is no more a free agent 
than he is an equal brother. Each petty environ- 
ment dogs his every action ; a lazy habit of mind, 
engendered of the associations of childhood, may 
render a man as much an economic burden on society 
as a paralytic stroke may render him unable to cope 
with a healthy rival. The idiot, the thief, the 
vagrant, become the care of any community alive to 
its economical interests; and for the same reasons, 
even if in less degree, the State has to watch that 
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it educe from its citizens as much knowledge, self- 
control, and exertion as it may expediently obtain ; 
and at all events that these qualities be not suflfered 
to lie dormant, and so leaving rampant in their place 
other human attributes, which a man left entirely to 
himself as a " free agent" may haply put into opera- 
tion to the economical loss of himself and his fellows. 
There are two pillars supporting the edifice of the 
State above the quagmires of sloth and barbaric 
ignorance, and the floods of human energy mis- 
directed ; these are unity of contribution and indi- 
vidual energy. The structure can no more stand 
without the one than without the other. 

Thus we see some ground for maintaining that 
even the threatened annihilation of individual energy 
by such State interference is an evil which must be 
faced, owing to the greater imminence of the annihila- 
tion of the whole society by an opposite course of 
action. Thus, while we acknowledge the immensity 
of care with which such interference, when necessary, 
must be undertaken, we avoid that other extreme 
which is to be found in that German school whose 
mouthpiece is the great writer. List. He advocates 
protection on the analogy that it is the duty of 
government to check, for instance, the " industry" of 
thieving, to turn labour and capital from this to 
other trades, as being more conducive to the well- 
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being of the whole. This theory, proceeding from 
the prevention of detrimental to the fostering of non- 
detrimental industries, is likely, on a strained analogy, 
to sacrifice individual energy on the altar of unity of 
contribution. 

§ 3. The State Sovereignty and Division of Labour. 
— It may be truly held that a fundamental suspicion 
actually subsists against any extension of the fimc- 
tional interference of government in private enter- 
prise. Increase of powers means decrease of the 
division of labour. Government is enticed to other 
duties over and above that concentrated attention to 
the collective interests of the community which is its 
primary function. Especially is this the case under 
the more democratic forms of government. In these, 
expansion of power or interference shoidd be most 
jealously watched. There are two phases of free- 
dom, the one negative, the other positive. The one 
is represented by citizenship as opposed to slavery ; 
the other is the mere absence of all restraint. Pro- 
tection is not of this latter form ; and it is a grave 
and palpable contravention of the former. A valuably 
suggestive letter of Mr. Bright's has been published 
on "Protectionism in the United States." In it 
he writes : " It is strange that a people who put down 
slavery at an inmiense sacrifice, are not able to sup- 
press monopoly, which is but a milder form of the 
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same eviL Under slavery, the man was seized and 
his labour was stolen fix)m him, and the profit of it 
enjoyed by his master and owner. Under protection, 
the man is apparently fii-ee, but he is denied the 
right to exchange the produce of his labour, except 
with his countrymen, who offer him much less for it 
than the foreigner would giva Some portion of his 
labour is thus confiscated. .... If a man's labour 
is not fi:ee, if its exchange is not firee, the man is not 
free." Thus America, the land of fireedom and 
democracy, has become first notorious for its slavery, 
and now noted for its protection : noted, that is, for 
decided contraventions of the true principles of free- 
dom. It seems that when the people essay to rule 
themselves there is great tendency to this expansion 
and extension of the "paternal" powers and functions 
of the government. And, as England's " crowned 
republic" is the most advanced type of self-ruling com- 
munities, this feature becomes of special interest to 
Englishmen. 

To a student of the best writers on the subject 
there will always arise the serious question as to the 
adequacy of the alleged reasons for extending the 
functions and responsibilities of the central power, 
when both history and theory point to the conclusion 
that the more we curtail the nominal powers and 
duties of government, the greater the actual efficacy 
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of its remaining functions. Sir Louis Mallet wrote : 
"As the representative system is extended, so will it 
be more and more impossible for parliament to 
control the acts of an executive entrusted with vast 
and complex administration&" And parliament 
itself, through its leading members, is giving ah-eady 
no uncertain voice as to the over-pressure of business, 
and of its desire to be relieved of all that can be in 
any way entrusted to local management, so that there 
may be time and energy left for its more proper 
functions. It would seem that the true principle of 
government interference is negative rather than 
positiva Its exertion must, so far as possible, be 
called forth, not "proprio motu" but by means of 
private initiative. 

No doubt in the development of a community 
some extension of the powers of the government is 
inevitable, in order to keep pace with a growing 
complexity of affiiirs ; yet any overstepping of the 
necessary mark is an evil of no imcertain tendency. 
On the one hand, there is a tendency for those in 
charge to assume tyrannical power ; a danger special 
to democratic countries. Mill wrote : " When public 
opinion is sovereign, an individual who is opposed by 
the sovereign does not, as in other states of things, 
find a rival power to which he can appeal for relief, 
or at all events for sympathy." Public opinion, which 
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is sovereign in democracies, seldom escapes thraldom 
to the specious designs of the cunning, or even the 
dishonest, and the tyranny so set up is thus of a 
vitiated type; a thorough wapeKfiaaiQ of right 
sovereignty. 

On the other hand, there is a tendency, in this 
apparently natural extension of the influence ot 
government, to lower the character of the people. 
" A people," Mill tells us, " who look habitually to 
their government to command or prompt them in all 
matters of joint concern .... have their Acuities 
only half-developed." The nation so treated is never 
weaned from its nursing, never encounters the 
healthy influence of a bracing independence. And 
this deterioration of the people enhances the tendency 
of democratic growths to assume tyrannical forms. 
" In proportion as all real initiative resides in the 
government, and individuals habitually feel and act 
as under perpetual tutelage, popular institutions 
develop in themselves not the desire of freedom, 
but an immeasured appetite for place and power." 
The moat avaricious portion of the public mind 
seeks to monopolise power ; and the more this power 
ramifies through the society the more is it sought 
after by the vicious politicians, and the more is it 
liable to degenerate into a vitiated tyranny. It is 
remarkable that in the most democratic of the 
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colonies of free England, and in the most democratic 
form of government any State has yet developed, in 
Victoria and in the United States, to wit, we have 
the two most glaring examples of protective policies ; 
and in both the disastrous effects of class monopolies 
and other forms of democratic tyranny. It would cer- 
tainly seem that aa the interests of a rising community 
grow in complexity a most jealous eye should be kept 
on the concomitant extension of the functions of 
government, to see that these never overstep the 
boundary line of the necessary ; and to see yet further 
that they even recede and retire from those provi- 
sional positions, which if they must at first be 
occupied by the corporate power of the society, must 
none the less in due time be given over to their true 
guardians of local or personal authority alone. 

It is when we consider the growth of young 
societies we are led chiefly to see sufficient cause 
for active government interference. The economical 
sphere of government in such communities is to bring 
the previous experience of the human race to bear 
upon the new conditions, and so to forestall and avoid 
the lengthy trial and consequent misapplication of 
energy which other nations have experienced. It 
is a necessary postulate that by protection govern- 
ment gives to national labour and capital a 
direction which they would not take spontaneously. 
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In short, " public prudence is substituted for private." 
Advantageous mercantile position should result in 
the formation of a carrying trade ; the presence of 
coal and lime calls for the establishment of manu- 
£eu2ture; a special climate and soil marks out a 
country as agricultural, or it may be pastoral in 
" natural gifts :" each society will have natural poten- 
tiaUties in respect to products and markets. Will 
these potentialities be made the most of without the 
interference of the corporate wisdom of the society ? 
Can we insure the timely adoption of its proper 
industry by any community of its own spontaneous 
act ; or rather of the spontaneous action of its indi- 
vidual members acting in private capacity; or must 
we turn to the government — to the reputed mouth- 
piece of the collective wisdom of the community? 
The question is often put, To what body in the st^rte 
can men more naturally look for a timely recognition 
of the true conditions and exigencies of local progress? 
§ 4. Governments Liable to Error. — On the one 
hand, it may be asserted that governments, being 
human, are liable to error. We may profitably 
recall the history of the wine industry at the Cape 
of Good Hope. Government there decided that 
both climate and soil were eminently suited for 
the production of wine for the European market. 
Consequent action was founded on the unimpeach- 
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able plea of giving " every encouragement to honest 
industry and adventure, and so to establish the 
success of the Cape commerce in this her great 
and native superiority." The means adopted were 
premiums or bounties for the largest acreage of vine- 
yard, for the largest annual output of wine, for best 
quality, &a Government commenced operations in 
1811, and in the short space of twelve years no less 
than a million and a half of capital and one-third of 
the total labour of the colony had been diverted to 
this new industry. In this instance government was 
decidedly correct in its estimate of the suitability of 
soil and climate; but whether it were from the 
distance of the European market, or from some in- 
capacity on the part of the producers, or what cause 
soever, certain it is that this industry, started under 
such brilliant auspices, in a short while came to a 
great and disastrous downfall, involving in its trail a 
vast amount of widespread ruin and misery. The 
sole surviving result is a comparatively unimportant 
industry, doing little more than supplying local 
wants. 

Or we might instance the fishery policy of the 
French Government. Bounties and heavy duties 
were put in requisition to protect French fishermen 
from foreign competition. Thus was it sought to 
popularise an industry which should give the French 
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navy an inexhaustible supply of practical and hardy 
seamen. What has been the result ? In the first place, 
the French people — ^and this is of special importance 
when we remember the large proportion of Roman 
Catholics among them — ^is deprived of its due share of 
this harvest of the sea. They have to rely entirely on 
the efforts of French fishermen. In the second place, 
the government have actually to enter upon consider- 
able extra expense to send cruisers to the various 
fishing groimds to see that French fishermen do not 
simply buy the cargoes of the Dutch and Fjnglish, in 
order to obtain the bounties on landing fish cargoes 
in France. And lastly, the " Inscription Maritime" 
acts so powerfully as a deterrent, that this highly 
protected French industry is the one of all others that 
shows least powers of growth. The corporate wisdom 
of the human commimity is, then, not exempt from 
the human infirmity of erroneous judgment. 

§ 5. Governments enjoy Highest Knowledge. — It may, 
however, be held that governments act fix)m a 
higher vantage-ground than private endeavour. As 
a rule, they are in possession of the best informa- 
tion ; they may be credited with greater skill than 
any other body in the community ; they take a view 
of things more comprehensive, and therefore more 
just, than that vouchsafed to the individual or to 
bodies allied together for special purposes. Not 
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many years ago public attention in England was 
arrested by a loudly proclaimed discovery of a visible 
end to the coal supply. It was held " the supply of 
coal is limited ; and with the termination of that 
supply England inevitably sinks. The coalowners 
are thus seen to occupy the position of guardians of 
the very vitals of the country." The State was 
called upon to interfere ; the supply must be 
economised ; and there were urgent demands for an 
export duty on coaL Protection was to enter, and 
to turn all the capital and labour of the coalminer to 
bolstering up the manufacturers of England. This 
was to be achieved at the acknowledged sacrifice of 
the highly lucrative over-sea coal-trade then in 
flourishing existence. But there were higher pleas 
than these, there was deeper knowledge, there was 
skill of a more comprehensive order within the 
country. There were those who could look duly 
ahead, and see that such measures were, at best, 
mere palliatives. Once grant the assumption that 
the coal supply was actually limited, and in due 
course the end must come : policy could no more 
than temporarily delay this final event. There were 
those, too, who could say: these would-be pro- 
tectionists have fiirther to prove that when this end 
arrives — ^and come it >vill, say they, in a hundred 
years' time — coal will be the necessity it is at present. 

E 
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The year 1800 saw coal of little use. Men went and 
came, over sea and over land, without the aid of 
coaL It is true that at the present moment coal lies 
at the root of home life. Our clothes, our food, our 
%ht, our warmth, in aJl their varied stages of pro- 
duction depend on coal. Specially dependent on 
coal are we for our means of locomotion. Yet are 
there already signs of a coming change. Nature, in 
the hands of the chemist and "physicist" is divulging 
new secrets. Electricity bids fair early to usurp the 
place of gas both for purposes of light and heat. 
Embryo motive powera, making use of water or of 
galvanic action, are gradually emerging into daylight. 
Steel is rapidly usurping the place of iron, and is ten 
times more durable ; nevertheless its production uses 
up barely one-quarter the amount of coal This &ct 
is suggestive when we remember that one-half of the 
annual output of the pits in the north of England 
was used for metallurgic purposes. And it is obvious 
that even should coal actually fail mankind, there is 
the probability that it will no longer be a necessity ; 
there is the certainty that it can no longer be an aid 
to man. The steady rejection of such a short-sighted 
protective policy is the exemplary prerogative of an 
enlightened government. 

§ 6. Width of Treatment Necessary. — Many may 
object to the presence, in the remarks we have to 
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make, of too general a treatment : for it is matter 
of notoriety that authorities seem strangely loth 
to allow politics any place in political economy. 
What is strictly and solely economic at the first 
blush, is allowed to monopolise the whole attention 
of the science. But, looking to the facts that come 
under view, looking to the pi-actice that is, after all, 
the sole outcome of the theory, we are constrained 
to admit that to confine ourselves to what is termed 
" pure political economy" is to confine ourselves to a 
very partial and firigmentary portion of what must 
be taken as a whole if it is to be taken aright. When 
we are told that the sole motive to be recognised in 
" pure political economy" is the " desire for wealth," 
we are not to be led on blindly with the many to 
oust firom the scope of our inquiries the endless 
conditions and environments among which this 
motive must needs exert itself It is strongly acted 
upon by all these. Sentiment is no less powerftd 
than reasoned sentiment. The warm instincts of 
patriotism have a no less distinct and recognisable 
efiect on the genesis and development of production 
in a community than the cold logic of " Plutology." 

When we talk of economic conditions we must 
allow the term economic some range. We are told 
American protectionists have their strongest argu- 
ments in what is not strictly economic, in the 

£ 2 
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" higher interests of humanity ;" such as the theory 
that town and country must exist in all societies in 
order to a due human development The same was 
the idea of the citizen of the United States who 
expressed himself to Sir Charles Dilke : " I do not 
want to see the population of the United States 
reach two hundred millions in the year 1900 ; but I 
want to see it happy." So, too, with the Chinese 
immigration into Australia, it is opposed on the 
ground that it will, if not checked, upset Anglo- 
Saxon civilisation. Yet it may well be questioned 
whether even these "higher interests" of humanity 
are not all in some measure reducible to economic 
terms ; or are, at the least, in intimate and inseparable 
connection with economic development. Mill teUs 
us that national defence is one of the particular 
cases to which protection resorts when defeated as 
a general theory. Mill points out in this connection 
that the Act of Navigation was economically disadvan- 
tageous, but may have been politically expedient. It 
may, however, be asked whether national security 
and its due maintenance is not one basis of the 
economical status of a community ; and an element 
at the least as necessary to the due success of 
productive energy as natural agencies, labour or 
capital If the Act of Navigation prevents the 
invader from billeting his soldiers on the residents 
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of Manchester and requisitioning the profits of the 
capitalists, it cannot be entitled economically dis- 
advantageous, even though in its course it do injury 
to some one industry. It would seem to be the 
great lesson of this scientific age that it is a task of 
useless impracticability to draw that hard and fest 
line in scientific investigation which would separate 
the one nominal branch from the other. There is an 
actual interdependence of conditions which can only 
be left out of consideration with the result of vitia- 
ting the whole argument We seek that architectonic 
survey, that complete I'oiiaic I'oiiatwc or explanation of 
the actual, which is the end and purport of all right 
discussion. Abstraction, a mere partial and circum- 
stantial and temporary expedient, is only too apt to 
usurp the place of an enduring contemplation of the 
whole. Thus it is that, if we aim at practical results 
by theorising in the regions of political economy, we 
must often rather attempt a recognition of economic 
manifestations than confine our views to phenomena 
which can be defined as rigidly and exclusively 
economic. 

§ 7. Protection an Instrument of Government —On 
the whole, then, the conclusion arrived at is the 
fact that the potential functions of government are 
"co-extensive with the purposes of union;" and 
that to say that the government may in no wise 



54 Protection as an Instrument of Government. 



interfere in the direction of labour and capital is to 
take a partial and petty view of the rights and 
duties of a community in its corporate fonn. Mill 
remarks, with much truth : " In the particular cir- 
cumstances of any given age or nation there is 
scarcely anything really important to the general 
interest, which it may not be desirable or even 
necessary that the government should take upon 
itself. Providing always that the exigencies of the 
case require it, government has the duty of interfer- 
ing, to the best of its ability, in any matter. " With 
Burke, we may exclaim. Government has a right to 
use such means. We have only to ask, on each 
occasion. Is government right in using them ? And 
the true answer is found in the fact that the moral 
view of an action regards not only its motive, but 
its result as well. Government must not only take 
thought as to the best needs of the community, but 
must in addition see that any means adopted achieve 
adequate results. Protection is essentially an instru- 
ment of government ; a means to an end ; lawful 
only in the cases where it is applicable, and expedient 
only in those cases of applicability where it is the best 
means. It will be our purpose to consider whether 
on the occurrence of such cases this lawful means is 
the best means. Thus do we leave these introductory 
remarks for the main scope of the work in hand. 



CHAPTER IIL 

YOUNG AND OLD SOCIETIES IN THEIR RELATION 

TO PROTECTION. 

§ 1. Structural Developments are very Similar when they Occur, 
whether in Young or Old Societies — § 2. Young Societies Differ 
greatly in Character and Antecedents; and there is Equal 
Variety amongst Old Societies— § 3. But Young Societies, 
Capable of Protection, Stand in Intimate Relationship to 
Older Societies. 

§ 1. Structural Developments are very Similar when 
they Occur, wi ether in Young or Old Societies, — A 
siiicere desire to adjust theory to practice makes 
it above all desirable to thoroughly explore the nature 
of the material that affords the matter-of-fact evi- 
dence on which we build our explanation of the 
actual And most theories of protection draw a line 
of demarcation, more or less hard and fast, between 
young and old communities. Such a division for 
many reasons feils to commend itself ; the age of the 
particular community does not concern the motives 
or the results of any particular protective policies 
nearly so intimately as does the nature of the in- 
dustry so protected. There is a comparative method 
ready to hand by which we propose to trace the 
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effects of protective policies on societies — their age 
will enter solely in proportion as it has to do with 
the particular effect under discussion. 

We have most of us been struck with Herbert 
Spencer's exemplification of his theory of a science of 
society. He holds that though we can foretell, by 
means of observed knowledge, the normal develop- 
ment of the physical structure and fimctions of an 
infant, until it pass to manhood and old age ; yet 
are we helpless to predict biographies. With 
societies of men no less than with individual men 
there are those who see their way to predicting 
structural or economic developments even though it 
be acknowledged by the same authorities that the 
prediction of actual and full-bodied history is beyond 
the scope of man's powers. Thus when the con- 
sideration of young and old societies of men is 
confined to their relations to protection at once the 
field of inquiry is limited to what may be termed in 
analogy, structural developments. Political economy, 
seeking the fame of a place among sciences, claims to 
deal with the more exact, the more organic, the more 
mechanical alone of the forces that weld together 
society. It would deal, so to speak, with the physio- 
logy of states, and leave to the imagination of the 
far-sighted the exploration of that more comprehen- 
sive subject-matter, by many considered beyond the 



Young and Old Societies, 5 7 



possible ken of the human mind. Under the aegis of 
political economy the eyes of the inquirer are shaded 
from the blinding rays and glare of many of the more 
confusing^ if more attractive, lights of knowledge; thus 
are they enabled to obtain an insight into a modified 
portion of the whole, but an insight where want of 
breadth is amply compensated by great increase of 
distinctness and detail. 

§ 2. Young Societies Differ greatly in Character and 
Antecedents ; and there is Equal Variety amongst Old 
Societies, — Thus the attention becomes devoted 
wholly to the structural development of a conununity. 
At once, however, the attention so focussed is 
arrested by the clearly distinct natures of communi- 
ties ; by the marked differences among them. Their 
very antecedents, the natures of their parentage, 
result in a diversity of conditions which at once 
multiply the possible structural developments. 
And to inquire into even the structural develop- 
ments of communities is at the outset to acknowledge 
their varied nature. 

Such communities may differ in antecedents. They 
may, on the one hand, be mere developments from 
the savage state, on the other they may be so many 
living oflfehoots of societies enjoying a more or less 
perfected civilisation. The men forming the society 
may be trained in all the cimning of centuries, or they 
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may represent the first banding together, the first seek- 
ing for community of efibrt, on the part of those who 
previously had led a life of selfish isolation. This 
latter class we find must be practically eliminated 
from any discussion as to the effects of a policy of 
protection. A society under such primitive con- 
ditions of existence has not attained to that dignity 
of political progress which allows it to initiate or 
even to contemplate foreign policies of any kind; 
nor has such a society attained to that stage of pro- 
ductive development or skill which can enable it to 
supply itself with commodities for export ; and in 
regard to a society whose energies are sufficiently 
occupied with simply providing the means to susten- 
ance, protection is of course an unmeaning term. It 
is in the other class of commimities, in the oflfehoot 
of more or less perfected civilisations, that a protec- 
tive policy can alone find place. 

Yet beyond and above these antecedents, the 
actual conditions of existence are a very necessary 
element to the discussion. Protection finds its 
field in production. Its sanction is founded on the 
existence of international intercourse. Yet the 
history of communities which produce commodities 
presents us with two distinct classes of such com- 
munities. There are those which are dependent, 
and there are those which are independent. There 
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are the Greek or the Spanish seedlings and cuttings 
rising in independent and disunited growths, severed 
entirely from the parent stem, and presenting a 
series of plants of the same family order, but thriv- 
ing separately and enjoying entirely distinct con- 
ditions of existence. On the other hand, the 
extensions of the Koman or English race, represent 
rather the roots of the Banyan, fixing themselves 
firmly enough in the earth, and instituting so many 
fresh organisms conducting the fertilising properties 
of the soil to the branches and leaves, but main- 
taining a permanent and organic connection with 
the parent stem. In the one case the yoimg com- 
munities enter on a life of actual independence ; 
in the other they remain subject to that fresh cycle 
of conditions which results from their continued con- 
nection with the country of their origin. And this 
fact it is important should be borne in mind the 
while historic evidence is sought for theory. Paying 
no attention to such truths, it would be fiitile to com- 
pare the rise of the lumber trade of Canada with that 
of the manufacturing industry of Belgium. The one is 
the direct result of connection with a mother country 
shut out from the Baltic : the other the direct result 
of the " home forces" of an independent community. 
Such commimities, again, may differ in regard to 
their prospects of growth. Population, the essential 
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basis of all growth, may depend for its increase on 
external or solely on internal supply. The discovery 
of gold in a country newly occupied at once invests 
that country with a new population, whose character 
and numbers radically characterise the nature of its 
development ; or again, the suitability of the climate 
and ensuing industries regulate the actual increase 
of the population by birth. Califomia and Victoria, 
by the rush of gold-diggers, at once appear before the 
world as young communities of peculiar character- 
istics. The British Colonies at Labuan and Tasmania, 
respectively offering no gilded inducements to a 
sudden flood of population, yet differ much in their 
growth by reason of a great divergence in regard to 
natural increase of population by birtL It is obvious 
then that any policy adopted or advocated in regard 
to young communities must necessarily contemplate 
their particular prospects of growth. 

And this is no less true of the aspirations of any 
society of men. The halo of sentiment which sur- 
rounds the birth of a new community or the founda- 
tion of a young colony has intimate connection with 
its due development. On the one hand mere ex- 
istence may be the highest end in view. It may be 
that the band of emigrants merely seek in a new 
land the conditions of earning a livelihood. It may 
be that the new State arises merely as a banding 
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together of neighbours with a view to increased 
securities of existence. But on the other hand the 
ends of the imion may be of a far higher type ; the 
new State may regard itself as the nucleus of a fixture 
nation ; the sun of a coming political system. The 
new colony has yet greater inclinations to regard 
itself as destined to form in years to come the power- 
fiil province or portion of a greatly enlarged nation. 
The policy adopted in either case will be in thorough 
unison with these aspirations, which indeed teU of 
that very powerfiil &ctor in the development of 
a community which has been well termed its mind. 

But, above all, due consideration must be paid to 
the opportunities of a community. What may be the 
inherited or " natural" abilities of its people ; what 
the industrial products that its soil and climate offer 
most fireely ; what its position in regard to other 
communities. These then are the varieties of character 
and antecedents, which must needs be recognised if 
we are to form a just and true conception of such of 
its structural fiinctions and developments as relate to 
protection. And this variety is equally present in 
old as in new States. 

It is, perhaps, desirable, in discussing protection 
and its effects, to recognise the fact that it is in 
young societies that we find the clearest evidence of 
the results and influences of protection. Indeed, 
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many authorities, taking their stand round a certain 
passage in Mill, have regarded young societies as 
the sole proper spheres of protection. We repeat 
our view, that it is, perhaps, most convenient to 
draw no hard and fast hne between young and old 
communities, but rather to deal with the subject 
matter affected by each case or type of protection. 
Provided a supreme government determine to foster 
the industry of making beet-root sugar, similar 
qualities and results will ensue, whether it be the 
President of the ancient kingdom of the Gauls, or 
the local parliament of the newly founded colony of 
Tasmania : and though the effects of the protection 
may, perhaps, best be traced in the simpler organism 
of the colony, yet are they none the less present and 
effective in the more complex society of the ancient 
kingdom. 

It is true that the conditions and circiunstances of 
old and new societies differ in many vital points, 
yet these points of difference are of the most pro- 
minent value, when forming the basis of a really com- 
parative view of some particular protective policy. 
And, there is after all, much equipoise of conditions 
noticeable. For instance, it may be held that in a 
new society land is abundant, and capital and labour 
scarce ; whereas, precisely the opposite is the condi- 
tion in an old country. We shall confine ourselves to 
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the fact, that the effects of protection on these various 
materiials is the same wheresoever they are found. 

We again see this similarity between old and new 
communities, when we consider that in all recorded 
cases we find signs of an anti-economical waste and 
squandering, as seemingly the necessary accompani- 
ments of human development. War is the destruc- 
tive agency most frequently called in both by young 
and old. But it has at all times become the fashion to 
substitute for this agency a wrong system of political 
economy. Any who have studied the history of com- 
merce and industry in the United States for the past 
twenty years, or in the colony of Victoria for the 
past five years, will need no convincing on this head. 

It may be well to notice that colonial history 
supplies us with our main instances of young com- 
miuiities capable of protective policies. And, this 
being the case, it is necessary to remember that these 
types of societies are essentially and primarily the 
care of external, though of paternal, government. In 
short, young societies capable of protective policies 
must be in many vital respects in close communion 
with old societies. There is the original motive to 
render the unoccupied parts of the earth a relief to 
the overcrowded. And such colonisation is only 
imdertaken by collective action — ^in other words, by 
the government of the older commimity. And it is 
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undertaken on the plea, whether avowed or not, of 
making due and more efl&cient use of the productive 
resources of the eartL No doubt, there has pre- 
vailed at one time a bastard type of colonisation. 
This was during the age when the establishment of 
colonies was sought for the sole benefit of the colon- 
ising state ; but in such case the colony was a mere 
out-post of the home community; a mere detach- 
ment of the elder society on special service ; and in 
no sense could it claim the title of separate com- 
mimity, in no sense was it an independent force, 
battling for its own existence and relying on its own 
resources. In no sense was it capable of foreign 
policy. 

In the following pages the community, whether 
young or old, will be regarded as in its essences 
a society banded together for its own advance- 
ment. The prosperity of the community is the end 
of its existence. In the simplest terms, its whole 
duty lies in the making the most of its opportunities, 
In economical terms, the community must win the 
greatest amount of stock possible from its "natural 
agencies." This is to be accomplished by the agencies 
of labour and capital. And these three factors — 
" natural agencies," " labour," " capital,'* will con- 
veniently map out the whole subject whether they 
appear under the conditions of national youth or age. 



CHAPTER IV. 

PROTECTION m BEGABD TO NATURAL AGENCIEa 

§ 1. The Manner of Appropriation and Use of the Soil Determines 
the Character of Production in a Community ; Specially is this 
True in Young Societies; Any Definite Land Policy then 
Becomes Protectiye — § 2. Free Grant and Low Price seek to 
Set up a Peasant Proprietor Class; and End by Establishing 
Large Ownerships — § 3. High Prices seek to Introduce Agri- 
culture of a High Type, but Sacrifice all other Industries, 
many of them more Profitable. 

§ 1. Land Policies may be Protective. — Natural 
agencies, labour, and capital, may be conveniently 
adopted as the three conventional factors of pro- 
ductive energy: their resultants are subject to 
the conditions of competition and intercourse; the 
marks and outward signs of their activity on trade, 
prices, wages; their issue, successftd or otherwise, 
is regulated by the well-known phenomena of supply 
and demand. The influence of protection may be 
extended to one and all of these, and a protective 
policy may be firamed to direct and regulate any one 
of them. The resulting effect will influence produc- 
tion and consumption. And though, at the first 
blush, a policy of protection is nominally concerned 
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with production alone, nevertheless its economic 
eflPects bear upon the citizen in his capacity as a 
consumer with no less force than in his capacity 
as a producer. 

In treating of the first of these three factors, we 
notice incidentally that the field is mainly con- 
fined to yoimg societies. The proprietary, or at all 
events the usufinict of natural agencies in old countries 
is, as a rule, beyond the scope of direct government 
or even of legislative interference ; and protective 
policies can but indirectly affect either the use of or 
the development of these natural agencies. Land 
policies in old countries are national and not inter- 
national in essence ; domestic in motive and scope 
they have little in common with protectionism. But 
of the three factors of production natural agencies 
hold a foremost position in the economical legislation 
of young societies, and, moreover, are in intimate con- 
nection with their development, as nations or com- 
munities, in reference to other communities. It is the 
possession or occupation of land and of other sources 
of natural wealth, heretofore untiUed and imdeveloped, 
that place yoimg societies in so different an economical 
category to older societies. The due management of 
the land, for instance, in the best interests of the 
commimity, becomes one of its leading corporate con- 
cerns. In regard to its land, and that means in r^ard 
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to all the products that are to be won from the soil by 
human endeavour, there are many dangers which 
threaten a young community. If the commimity as 
a body do not herein form and act up to a just appre- 
ciation of its true natural position in the world of 
production, the accidental conditions of its existence 
may involve it in ruin by suggesting courses which 
shall stifle the right and foster the wrong industries. 

The community, in the great majority of cases, 
disposes of its land to customers ; and thus the 
market is thrown open to the world with the two-fold 
object of introducing into the community the other 
two fiictors, labour and capital. Both the quantity 
and quality of these importations, and thus of the 
productive energy and of the industries so developed, 
depend intimately on the " land policy" adopted by 
the community. 

Is it then to the economical interest of a yoimg 
conununity that free trade should rule absolutely in 
regard to land ? or, on the contrary, are the bases just 
and true of that type of policy which seeks certain 
results beneficial to the community as a whole, by 
means of protective land policies ? 

In disposing of its land the State adopts a system 
of free gift or of sale at high or low price. In other 
words, it adopts a protective policy in regard to the 
use of its natural agencies. Even fr'ee-gift is accom- 
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panied by stipulations which in reality are payments. 
For instance, in some cases land is granted free to 
certain claases of immigrants ; in otlers ag^, the 
conditions are that the recipient fence and build and 
plant in return for the gift. In other terms by this 
" free-gift" of land the community introduces labour 
of some approved type, or fosters industry of a 
particular kind. In short, a protective policy is 
entered upon to serve certain national interesta 

§ 2. Free Grants and Low Price. — The eflfects of 
free grant are various, and with them may be linked 
the effect of sale at low price. The usual plea in 
support of this policy is the introduction of a peasant 
proprietor class ; and the establishment within the 
community of a system of small holdinga We 
need not here discuss the motive of this policy, 
but it is necessary in order duly to appre- 
ciate the nature of the action to consider its result. 
In Lord Durham's well-known report, penned in 
1839, it was written : " The whole of Prince Edward's 
Island was given away in one day, in the year 1767, 
to about sixty owners" — (this would give an average 
of over 20,000 acres to each estate) — " and its pros- 
perity was stifled in the very outset of its existence." 
High authority, having previously determined in 
principle that large holdings were detrimental, thus 
passes judgment on the economical prosperity of 
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Prince Edward's Island. The student of history will 
however remember, with some misgiving, that in 
Prince Edward's Island within this same period there 
came to flourish that species of the Metayer system 
known as the " Halve's system," In other words, the 
owners of these unwieldy estates promptly found the 
introduction of tenants at once necessary and profit- 
able. And a policy both instituted and abused for 
introducing the system of large holdings resulted 
in the estabh'shment of small holdings. 

Again, in Lower Canada promiscuous free grants of 
land gave rise to the system of " Leaders and Associ- 
ates." Each associate and each leader received gratis 
his grant of land; the associates next proceeded to hand 
over their grants to their leader for a consideration. 
The government parcelled the land out in small 
driblets ; the people accepted the gift, but proceeded 
at once to make what they considered the best use of 
the gift. So, too, in Upper Canada, small parcels of 
land were awarded gratis and with a liberal hand 
to the patriotic defenders of the soil — to " royalists, 
militia, soldiers, and sailors ;" but in eflfect, as Merivale* 
points out, " this amounted to little more than small 
and variable gratuities in money." In either case the 
recipients preferred to these cumbersome gifts of 
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land from the State the hard cash of those individuals 
who accepted that special division of labour, the 
utilisation of the soil 

The same tale has been more recently told of the 
*' free selectors," or " cockatooers" of Australia. The 
governments of many of these Colonies sought to 
institute a peasant proprietor class by selling blocks 
of land limited in extent, and at a certain price. 
And there were regulations preventing one man from 
owning too much land on this scheme of " Selection." 
The results, however, have by no means accorded 
with the intentions. Though there were local 
variations in detail, the scheme was somewhat on 
the following basis : — Any man could select where he 
would crown land in a block not exceeding one square 
mile. He paid five shillings deposit per acre on 
allotment. During the succeeding five years he paid 
the balance of the price, one shilling per acre, by 
regular instalments. During this five years he had 
to undertake a fixed amount of building, fencing, and 
cultivation. And, in many cases, beyond the borders 
of his own land he had the right of grazing a certain 
number of cattle or sheep. Here was an ideal 
prospect of a perfect peasant proprietorship. 

But there were certain conditions in the state of 
the country that had been strangely overlooked. In 
the first place, the whole of the unsold land of the 
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interior was rented by government to squatters. 
These men had much capital invested in sheep and 
cattle, and it was of vital importance to them to 
secure sufficient pasture for their flocks and herds. 
Their runs extended over vast tracts of coimtry, much 
of the wilderness type. Mountainous ridges and 
valleys alternated ; provided their stock had access 
to boihy they throve the whole year round. The 
sheep found the first young grass in the valleys, and 
in the ridges in the heat of the summer there was 
shade and cool air. In Australia, again, there exists 
but little permanent water, and a perennial water-hole, 
or lagoon, becomes the necessary centre of a pastoral 
holding. Many a squatter had expended capital 
and labour in damming watercourses, and so form- 
ing artificial watering-places. Again, cattle allowed 
to roam at liberty are found, like cats, to be strongly 
susceptible to the ties of locality. They will every night 
return to the same camping-ground — usually some 
sheltered valley among those ridges where throughout 
the day they pick up their fiivourite sustenance. These 
cattle camps, dams, water-holes, lagoons, and valleys 
thus become the very eyes of a run. Without access 
to these the whole of the rest of the run is well-nigh 
useless for squatting purposes. When the system of 
free selection was inaugurated, the squatter at once 
discovered from practical experience that a few fi^ee 
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selectors could, in a very brief space of time, simply, 
in colonial parlance, " pick out the eyes of his run." 
In self-defence, then, the squatter commenced to pur- 
chase land on a large scale. Instead of being a 
tenant of the crown he was driven to become a large 
landowner. Thus the policy inaugurated to set up 
small landowners forced into existence a class of large 
landowners. 

Nor was this the only unlooked-for result; the 
bon&-fi de free selectors did not always retain in their 
own hands the results of their selection. As a rule, 
it was no hard matter for the steady stockman or 
shepherd to lay by his ten or twenty pounds out of 
his forty pounds per annimi and his keep. A few 
years sufficed to place him in a position to yield to the 
temptation of becoming his own landlord. As a rule, 
his selection was made in the neighbourhood of his 
experience. Twenty pounds made him conditional 
master of a hundred acres. With his family to aid 
him, he would soon run up a hut sufficient for the 
time. A few tools and some seed, a score of sheep, 
a cow or two, and four or five old horses, would not 
be beyond his means. It was thus temptingly easy 
to start farmer in his own right. But the selector 
more often than not had omitted many vital con- 
siderations. He would find the soil unsuited to 
agriculture; he would learn that he himself was 
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witless of farming operations ; or would awake to the 
fiact that there was no market within reach for his 
produce. Then would bitter experience teach him 
that his venture was his ruin, and in proportion as he 
was wise, so would he seek to sell out and return to 
the liberal service of others, a wiser if a poorer man. 
Multitudinous are the instances of squatters, out of 
pure charity to their old servants, thus buying up land 
they would otherwise never have dreamt of owning. 

This State policy was further urged along this 
unforeseen course by selectors of a class certainly not 
bon4-fide. Australian experience tells of numerous in- 
stances where men "selected" out of spite to squatters. 
A stockman, " sacked" with a bad character, has been 
known ere this to select a few acres, picking for the 
purpose some well-known cattle camp of his former 
master. This stockman will then reside in a hut, 
plant his garden, grow some hay, and become shortly 
the suspected "duffer" of the neighbourhood. In 
other words, he wiU appropriate calves right and 
left. The cattle in Australia, roaming at large, are 
each marked with the brand of their owner. " Duffing 
cattle" consists in riding about with one s own brand- 
ing-iron at the saddle, waylaying young calves not 
yet branded but belonging to others, and there 
and then branding them with one's own brand, 
and thus assuming legal ownership over another 



74 Protection in Regard to Natural Agencies. 

man's property. This class of free selectors usually 
end by deserting their selection, either in the care 
of the police or in flight from them ; and they do not 
aid largely the establishment of a class of peasant 
proprietors. But they do drive squatters to purchase 
instead of merely renting small valleys in which 
cattle make their "camps." 

Another class of vicious free-selectors are the mere 
creatures of dishonest squatters : and this is a class 
which has existed in great numbers in certain 
localities. The free-selector gets his land cheap, but 
is not allowed to hold mucL The squatter wishes 
to get his land cheap, but to buy up considerable 
quantities. To buy land from government implies 
paying far more for it than the selector pays — conse- 
quently a device was hit upon resembling that of 
" Leaders and Associates," and known as " dummy- 
ing." The squatter sent " dummies" into the market, 
trusted men, in his good pay, who selected in his 
behalf. These new type of selectors picked out 
the eyes of his nin — paid their first instalment; 
fenced, built, planted, stocked and paid-up regiilarly 
the further simis required. But in the end it was 
found that these various parcels of land, instead of 
forming so many homes of so many peasant pro- 
prietors, were but the detached domains of the 
wealthy squatter. 
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The two chief results noticeable in Australia in its 
attempt by land restrictions to foster the growth of 
small land-holdings are, that squatters have become 
landowners instead of tenants, and that there is an 
altogether imexpected abundance of forfeitures on the 
part of free selectors through inability to pay up instal- 
ments when due. The first of these results lies at the 
bottom of the serious political troubles into which the 
colony of Victoria has been thrown ; and the second 
has produced throughout Australia an earnest atten- 
tion to land policies, which it is to be hoped may have 
the eflfiect of inaugurating more just appreciation of 
the true economic conditions involved. 

The same tale comes to us from South America. 
Mr. Brassey, in his account of his voyage round the 
world, writes thus of the colonists occupying the 
grants of land along a line of railway in South 
America : " Two men will be foimd, living side by 
side, who commenced life under precisely equal con- 
ditions, having no capital, but with 80 acres of land 
assigned to them for cultivation. Of these the one is 
prosperous, the owner of the land he uses, and free 
from debt. His neighbour will have paid neither 
principal nor interest on the purchase-money of his 
land : he will have nothing to reduce his indebtedness 
for money advanced to him, and at the same time be 
living in a state semi-starvation and misery." The 
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fe-ct is that proprietorship of land, though feeding 
the sentimental pride of all races in all times, is, in its 
real nature, a peculiar possession, of remunerative use 
alone to the agricultural or pastoral occupant : to the 
tiller or utiliser of the soiL That primary human 
principle division of labour reappears here, asserting 
that the true economical value of land rests on its 
being duly utilised; and to utilise land is the function 
of a class, and by no means the duty of the whole of 
mankind. And to tempt men, by appeals to this 
misleading pride, to enter upon walks of life for which 
they are not fitted is to foster a development of 
industries at variance with the true interests of the 
community. 

We have seen then that the results of "free-grant" 
or " low price" policies foster the growth of large 
pastoral proprietorship ; that large agricultural pro- 
prietorship tends to correct itself by the substitution 
of tenant fiirming. But that when the land policy 
is one of restriction, when the government decide 
that land shall be disposed of with a view to intro- 
ducing agricultural small holdings, we at once see 
that the means are inadequate to the end. At the 
same time the plea of attracting labour to the country 
is one which meets with economical success, even 
though it be of a kind differing from that con- 
plated originally. Free grant or low price of land 
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attracts population ; and this is an economic attribute 
of the highest consequence to a young community, 
even though its acquisition be not contemplated in 
the policy adopted. 

§ 3. Sale at High Price. — Passing to the other class 
of land poUcies, we find the government of the young 
community determining to seU land only at high prices. 
And it is in this class that we have the more thorough 
protection : in such cases government, by restricting 
and regulating the disposal, and so the occupation of 
land, restricts and regulates the productive energy set 
to work upon it. Of these systems the "Wakefield" 
is a well-known example. And for the sake of distinct- 
ness we may be allowed to include under this title the 
experiences of the colony of South Australia, though 
termed by the author himself — " Wakefield's system 
spoilt by Grey." The primary object of this system 
was the development, at the highest possible speed, 
of a soimd agricultural industry in a new commimity. 
Its plea was : " We must only put such land imder 
cultivation as we have labour and capital duly to 
open up ;" so shall we attract capital ; and with the 
proceeds of the land we will obtain the labour. Land 
was to be sold at high price, and the whole proceeds 
devoted to importing labour. A minor economical 
advantage was seen in the definite prospect of 
devoting this large source of revenue to the best 
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interests of the community. The ecx>oomic value 
of this consideration was not inconsiderable. The 
revenue derived from land sales in a young com- 
munity is great, and if constitutionally requisitioned 
for a certain purpose there is, at least, the satisfaction 
that it will not be squandered by devotion to other 
sudden, and so, in all probability, &ulty projects of 
the hour. 

There were, however, many recognised dangers 
whose avoidance was sought ; inadequate cultivation 
and consequent abandonment of land ; sparse occu- 
pancy ; purchase for speculative purposes. And there 
were many beneficial advantages sought ; the intro- 
duction of population, of dependent labour, of capital, 
and of land buyers of the most productive class. 

There is great tendency in a new community to 
cultivate land in very light manner. Wakefield 
applies the term " earth-scratchers" to single men 
with small holdings, men in fact, whose labour was 
their only capital Such work, though in itself 
sufficiently productive in most virgin soils, yet in- 
evitably leaves the soUs exhausted, and leads to the 
successive abandonment of the cultivated portions. 
These then remain idle and useless to the commxmity 
unless in the rare and distant event of their acquir- 
ing a secondary value by the rise of market towns or 
manu&cturing districts. The policy of high prices 
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is presumed to obviate this, and to bring it about 
that land, if cultivated at all, will be cultivated in 
thorough and lasting fashion. 

The effect of protection in this respect, is to 
enable a lower margin of cultivation. In young 
communities, as a rule, such is the exuberant bounty 
of Nature, that the margin of cultivation stands 
higL And unless the price of land stands high, 
there is a great tendency to presume upon this 
bounty of Nature, regardless of inevitable conse- 
quencea Whereas if capital and labour be but once 
attracted, due cultivation will result, and as this 
progresses, the margin of cultivation will gradually yet 
profitably fall as there comes to be less choice of land. 

It may with much truth be added that this gives 
a great impulse to the growth of rent, an economical 
element, as a rule, of slow appearance in young com- 
munities. And the presence of rent imder such 
conditions, marks a secured type of prosperity. We 
thus see incidentally that free grant and low price 
have a protective tendency in fostering the deteriora- 
tion of the productive powers of the soil. This 
tendency is possible in young communities alone, 
where the supply of soU is unlimited. And the 
result is a serious postponement of the appearance 
of rent. This valuable source of wealth to a com- 
munity adds, as we are told, no cost to production. 
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yet increases the purchasing power of the consumer. 
It has been described as an abnormal form of mono- 
poly, which is a good and not an evil. The wages of 
labour and profits of capital are the first charges on 
the products of the soil, nevertheless there must 
remain in some cases an excess of profit of one 
estate over another ; and rent rises. 

We may take rent to be a certain profit on a 
certain expenditure of a certain amount of capital 
and labour on certain natural agencies. The manner 
of advantage of one piece of land, for instance, over 
another piece, in fertility, accessibility and markets, 
and other exchange values, is the measure of its 
higher rent. Natural agencies, in briefer terms, 
have an exchange value in communities, and the 
price of this is rent. Rent arises so soon as of two 
equal outputs of capital and labour on similar 
natural agen6ies, the one yields greater actual profit 
than the other. 

Suppose an island, whose extent is 100 square 
miles ; its soil and climate excellent for the growth 
of wheat. It is divided into allotments — equal in 
all respects — in each of which £100 of capital in- 
vested in machinery and seed, together with the 
annual labour of five men, produce a definite amoimt 
of wheat. We shall not discover rent till we take 
into consideration the getting rid of this wheat. 




It 
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The men who hold these allotments live by selling 
the surplus wheat each produces over and above 
what is consumed. Suppose, again, there is but 
one port in the island. Three allotments surround 
this. All other farms must need cart their surplus 
wheat to this port ; they thus need roads, horses, 
and security of passage to and fro. These extra 
expenses are inevitable in all the farms except the 
lucky three, and they increase in magnitude as the 
farms are distant from the port ; yet the cultivators, 
even of the most distant farms, are enabled to make 
a livelihood by their cultivation ; in short, " it pays" 
to cultivate the distant farms. The advantage 
enjoyed by proximity to the port, is rent. But this 
advantage altogether disappears if the island is 
allowed to be drained of its productive powers by an 
avowedly temporary method of tillage ; which shall 
indeed successfully cultivate each portion for a time, 
after the manner of the " earth-scratchers," but 
abandon each as soon as signs of exhaustion show 
themselves. There will be the distant farms at 
work, but between them and the port will come 
to exist an unproductive wilderness. It will be a 
system of pseudo-cultivation which shall "sweep 
in a wave across the land, leaving behind a worn-out 
depopulated and jungle-covered soO." And it will 
do away with the possible appearance of rent. In 
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short, the nearness of land to the port will benefit no 
one, and yet the expense of carrying the wheat from 
the more distant parts will continue in existence. 

Land policies then which are based on free gift or 
low prices, have a tendency to deprive land of its 
capacity to yield rent. The excess of fertility is 
used up by the " earth-scratcher ;" this is the wages 
of his labour, and he passes on to exhaust other land 
in similar fashion ; " Nature's Bounty" in the way of 
fertility is squandered ; and the community has no 
means to prevent such waste. There is no landlord 
to demand rent, and so ensure the maintenance of 
this original fertility by well-considered " improve- 
ment," by rotation of crops, by manuring. Labour 
and capital find their easiest reward in the cultiva- 
tion of perpetually fi-esh virgin soil But this 
squandering of the boimty of nature is stayed by 
high prices, and these produce an effect not usually 
kept in view ; they enable the early appearance in 
the community of the valuable element of rent ; which 
rent eventually more than repays the higher first 
cost, by ensuring a due profit on the capital invested. 

It has been said that the first " point of retarda- 
tion" in the growth of a young community, takes 
place when the abnormal productiveness of the virgin 
soil has been replaced by the more sober results of 
complete occupancy. This retardation will be but 
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the steps in a downward progress unless some system 
of land culture has been in vogue from the first, 
which shall husband and foster and not dissipate 
thoughtlessly the productive energies of the soU itsel£ 
And such a system is that of the High Price Policy. 
Again, this high price policy seeks to obviate other 
ill effects of sparse occupancy. It is often held that 
the rise of a new community in a new country 
necessitates for its best conditions the concentration 
of the population. Thus alone is possible perfected 
division of labour, the presence of which in any 
community is an acknowledged lever to success. 
Thus alone is substance given to that community of 
wants, supply of which is hereby rendered the easier. 
Torrens and other supporters of the Wakefield 
system make this one of their two cardinal points ; 
" it is desirable to prevent the population of new 
colonies spreading over too much land." But here 
occurs once more the vital fault running across this 
well-laid and otherwise consistent plan. This its 
cardinal principle, however true for agricultural in- 
terests takes no note of the other endless objects of 
colonial endeavour ; and rims counter to the whole 
history of the early stages of human societies. The 
first portion of nature that falls to the dominion of 
man, is that which is evident in present effect, viz. : 
the brute creation. Cattle and sheep are early herded 

g2 
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to subserve man's daily wants. At this stage, land 
itself is not needed, but the natural produce of land. 
Man wants not possession, but access. His end is to 
feed his stock on the grasses of the earth, not to 
invest seed and labour in the soiL A second stage in 
the attack on nature is the development of agricul- 
ture. Man now throws his energies into the soil 
itself Possession besides access becomes necessary ; 
the harvesting of the results impUes permanent access. 
Part of the man, in the strained language of the 
" Humanity" theory, has gone into the soU, and the 
man necessarily desires to cling to such soil, to 
possess it. He needs the land and not its gratuitous 
produce. Perhaps the most striking point in con- 
nection with a colony in its first formation, is the 
picture there presented of these various stages of 
primitive society, existent side by side, and at once. 
The attack on nature is, from the out-set, carried on 
in all its points and methods at one and the same mo- 
ment. A concentrated population is thus a necessity 
of agricultural but a scattered population of pastoral 
interests. In the one case the land must be possessed; 
in the other, mere occupancy is the only need. Thus, 
a government shackled by a high-price land policy, is 
bound besides by the necessity of subsidising this 
policy by some strict system of government tenancy 
of large tracts for pastoral purposes, otherwise, will 
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the policy run counter to one at least, of the most 
vital interests of a young community. 

And even for agricultural purposes the extent of 
land necessary for the special object in hand differs 
immensely. Such a policy would then involve, in 
addition, the arduous and difficult task of making 
proper allowance for both varieties of soil and 
varieties of product. Sugar, Cinchona, Coffee, To- 
bacco, and Wine, depend on the careful and expensive 
cultivation of small plots. Wheat or lumber, on the 
contrary, are products of labour over a vast extent of 
soil 

Again the policy of high prices is sought as a 
remedy against yet another evil, that of purchase of 
land on speculation. Capitalists, of other coimtries, 
take up land at low price, or become the successors 
of those who have received free grants. The price is 
low and the amount invested comparatively small. 
The capitalist can bide his time and leave his capital 
idle, secure of ample repayment when the growth of 
the young community shall have put a different face 
on things. Such capitalist is assumedly an outsider, 
and this reimbursement is the loss of so much capital 
to the commimity. And even if in the interval the 
land be rented out temporarily, yet this rent seeks 
the pocket of the speculator, and is so fitr a deduction 
from the legitimate wealth of the society. 
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We have said that that state interference with the 
economical development of the commimity known as 
systematic colonisation seeks certain beneficial ad- 
vantages. It seeks to attract capitalists of the right 
type, men willing and able to employ a sufficiency of 
capital in a due cultivation of the soil ; and the main 
inducement it offers to such capitalists is a guaran- 
teed supply of adequate labour. The guarantee of 
this is the high price at which land is sold. " The 
one thing needful in yoimg colonies," wrote the South 
Australian Commissioners, " is to offer high boimties 
on the introduction of capital." Even a price for 
the land that was high in the colony appeared re- 
latively low to the capitalist, and the bounty pre- 
ferred consisted of an assured supply of labour in 
return for the introduction of capital. 

The corresponding benefit sought was the supply 
of labourers. No doubt was ever entertained, but 
that increase of population brings to play upon the 
undeveloped resources of the country, men, with their 
concomitants, skill and muscle. Systematic colonisa- 
tion seeks to regulate this supply in regard to kind 
Capital may be easily and readily distributed to 
where it is required, and it is homogeneous in quality ; 
but men are not so capable of rapid transference, and 
their quality is heterogeneous. Capital may be in- 
vested by telegraph ; but the labourer must be hired 
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in person. This Wakefield system adopted a vigorous 
immigration policy, and it sought to ensure "the 
presence of labour in the best possible proportions to 
the land." And not only was it sought to procure a 
due supply of efficient labour by means of the extra 
profits of high price, but the high price itself pre- 
vented the labourer from becoming laadowner until 
he had by some years of labour fulfilled to the capi- 
talist the guaranteed supply. By this means also the 
idle and the ignorant were prevented from wasting 
good land by easy purchase, and added to the more 
proper if less congenial ranks of the wage-earners or 
labourers. 

A noteworthy objection has been urged to this 
system. It has been maintained that such a scheme 
makes no allowance for the fact that while much 
benefit would certainly accrue to those who intended 
raismg exportable produce, yet at the same time an 
expZve buxden L laid on that land which must 
necessarily be utilised for the immediate sustenance 
of the people. And this sturdy objection well illus- 
trates the undoubted fact that once the phenomena 
of wealth are arbitrarily interfered with, whether for 
good or for ill, clash of interests at once make their 
appearance. 

§ 4. Free Trade in Land. — Protective policies in 
regard to land we have seen divide themselves into 
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High price policies, more essentially protective, 
had for their object the high pressure development of 
agricultural interests. But high price policies re- 
sulted in a clashing of interests, and were liable to 
all the evils of a misconception by those in authority 
of the sum total of the productive powers of the land. 

Free trade in land has had many advocates. The 
means are sale by auction ; thus is land to fetch a 
value commensurate with a real margin of cultivation. 
We are reminded of Cobden's desire " to free land 
like trade from all impediments to free exchange." 
Merivale has pointed out that free trade in colonial 
lands accompanies slow and reliable growth, whereas 
protective interference may result in quick growth, but 
in growth liable to sudden interruption and relapse. 
Tlio example however which he adduces in evidence 
does not carry full conviction on its sxuface. In 
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New England, he tells us, free trade in land pre- 
vailed, and New England in two centuries " reached 
a density of population which old England had only 
attained in six centuries." In this passage, however, 
no notice is taken of the fitct that a very great portion 
of this population was the immediate result of migra- 
tions from older lands : and in regard to the element 
of density, New England fest became the metropo- 
litan area of a coming empire, and thus had the 
benefit of the presence, within a comparatively small 
district, of the leading ports and cities of a vast State. 
On the other hand Mill tells us of the Wakefield 
system, " wherever it has been introduced at all, as 
in South Australia, Victoria, New Zealand, the re- 
straint put upon the dispersion of the settlers, and 
the influx of capital caused by the assurance of being 
able to obtain hired labour, has in spite of many 
difficulties and much discouragement produced a 
suddenness and rapidity of prosperity more like 
fable than reality." It is possible, however, on con- 
sulting colonial history to take grave exception to 
this statement. Certainly, in Victoria and New 
Zealand, the assurance of obtaining the requisite 
hired labour was early and definitively upset, while it 
is acknowledged on all hands that the rapid rise of 
Victoria is due to the gold reefs of Ballarat, and that 
the gold fields of Otago and of the Thames performed 
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tlie same i^ction for New Zealand. And New Zea- 
land and Victoria have &r outrun South Australia 
in the race of growth, though founded the one five, 
and the other fifteen years later. In 1878, the popu- 
lation of South Australia was 225,000, that of New 
Zealand, 414,000, that of Victoria, no less then 
867,000. 

We have seen that this public interference, when 
devoted to land, results in a congeries of good and 
ill, in which it is impossible to arrange a definite 
balance, save by a due consideration of the particular 
conditions of each separate appearance of the pheno- 
mena. And this consideration is as a rule impossible 
until after the opportimity for action has passed 
And it may well be asked, whether When results are 
so problematical, it be not more fruitful and safe to 
leave this balancing and weighing alone, and allow 
things to take a free course ; allow matters to adjust 
themselves in natural sequence. Thus, will the 
members of the yoimg community develop a natural 
and assured success ; whether this rise from the first, 
according to the accoimt of the more enthusiastic 
free-traders ; or whether it arrive only aft^er the 
beneficial chastening of errors, to a people educated 
by the leipsons of experience to a true manhood of 
well-directed energy. 
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When a society of men first forms itself into a 
state, it is ever among the first endeavours of its 
government — whether representing the power of a 
conquering army, or the self-constituted strength of 
pacific settlers — to assume proprietorship of the soil. 
Among older societies, save in the now rare instances 
of arbitrary conquest, the soil has long become by 
prescription or by right, the acknowledged property 
of private individuals. But, in newer societies the 
ownership of the soil reverts to the State. All such 
new societies, history tells us, part with this owner- 
ship, no sooner can they determine on some policy of 
procedure. We have, then, seen that these policies, 
whether they proceed on free-trade or protectionist 
principles, faU to attain all the ends proposed — ^the 
one certain xmdeniable result is the alienation of the 
soil to private owners. Such being the tendency of 
human governments, the only recommendation to be 
deduced firom our previous considerations is that land 
policies in new commimities should be based on the 
two principles, that the great industries, which re- 
quire land for their development, divide themselves 
into two great classes — the one requiring ownership, 
the other mere access. We have seen that occupancy 
precedes ownership, and that the true land policy of 
a young community will seek to retain in the hands 
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of the State the actual proprietary right in the soil, 
till such tune as those industries which involve owner- 
ship are in need of such soil 

Before taking leave of this part of the subject, it 
may be of interest to bear in mind, that there are 
those who would bid the State in its early years 
alienate no land whatever. By means of long leases 
they could substitute assured access for ownership. 
The State is thus to find a true revenue in the rent 
of the soil It is allowed that the actual private 
ownership of the soil is, no doubt, a necessary element 
in human societies ; nevertheless, the State is to 
defer the imiversal appearance of this element for so 
long as possible — ^thereby reaping a large harvest, 
both firom rent and from enhanced price — ^the result- 
ants of its own growth and prosperity. And revenue 
is thus supported in great measure, without an appeal 
to the " pocket of the people." 



CHAPTER V. 

PROTECTION IN ITS EFFECT ON LABOUR. 

§ 1. Labour as an Industry ; Self-Regnlating in Old Societies — 
§2. Not so. in New Societies; When it has to be Obtained 
from Outside in Right Quality and Quantity — § 3. Slavery and 
Immigration — § 4. Labour in New Societies, being more Profit- 
able, Labourers uselessly seek to keep out Competition. — § 5. 
This injures the Capitalist. — § 6. The right course. 

§ 1. Labour is Self-Regulating in Old Societies. — 
Labour, the second of the three conventional &ctors 
of productive energy, is an industry from whence 
large numbers of men derive profit. To protect this 
industry government has to interfere with the com- 
petition of foreigners. The industry of labour is 
followed by men in consideration of the wages they 
receive ; and the higher these wages the greater the 
attractions of the industry. But it is an industry 
that depends for success on the fact that the com- 
modities produced are produced at as low a cost to 
the consumer as may be, and of as good a quality as 
is practicable. In fostering labour the State would 



94 Protection in Regard to Labour. 

strive to secure to the labourer high wages. Price in 
the labour market depends on available supply. 
Thus if the government adopt a protectionist policy 
by allowing no imported labour to stand in the 
market place for hire, at once the available supply is 
curtailed ; and provided the demand exists, wages 
rise. But this very curtailing of the available supply 
implies the handing over to the local labourers a 
monopoly of an industry. At once disappears that 
keen spur to excellence — competition. And again, 
when labour rises in price so will its products. Thus 
the commodities produced nominally cost the con- 
sumer more ; nor is their quality so good. Next, the 
demand for them falls ; the profits on their manu- 
facture follow suit ; and in the end the demand for 
labour itself fails to empty the market. 

Seldom indeed do instances occur of such suicidal 
folly on the part of governments. As a rule, within the 
boundaries of old coimtries there is a sufficient supply 
of labour — which is kept to its work by the know- 
ledge of the plenty of available labour in other landa 
This is the great natural check on the abuse of those 
good institutions Trades' Unions. Such abuse may 
for the moment hamper local production, but the 
equilibrium is restored so soon as the capitalist 
looks fiirther afield for the commodity he requires. 
Capital is readily transferable ; labour not so ; either 
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in quality or quantity ; either in kind or place. Thus 
when prices fall the capitalist has it in his immediate 
power to claim as well a fall in wages. Such a fall 
is naturally distasteftil to the labourer, who often 
indeed is not sufficiently foresighted to look beyond 
the nominal price of labour : and he is occasionally 
justified in the fact that no practicable natural sanc- 
tion exists that the capitalist will raise wages when 
prices rise. These facts lead to the institution of 
strikes and other abuses of the combined influence 
of labour. 

§ 2. Labour not Self-Regulating in New Societies. — 
In reference to young communities, however, all is 
changed, and both the kind and quality of labour 
required becomes a special charge of government. 
This is important when we remember that labour 
occupies the unenviable position of the hardest pro- 
blem for young communities to solve. Natural 
agencies are ready on the spot ; capital not only flows 
in readily but is a plant of the most rapid growth in 
a young community ; but labour, this it is difficult to 
attract, and even when introduced it has a tendency 
to dissolve into fresh forms of human action : the 
labourer out of the very richness of his work is hable 
to turn from his labour and become farmer or specu- 
lator or tradesman, or what not. Nevertheless, for 
young conununities which are enabled to raise staple 
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articles of produce for foreign markets, the prime 
necessity is labour. In the words of Locke " it is 
labour which puts the difference of value on anything 
.... whatever bread is more worth than acorns, or 
wine than water." It is labour which is necessary 
to give to the rich produce of new lands an ex- 
change value. And as a new coimtry progresses in 
growth so will its margin of cultivation fall, so will 
more and cheaper labour become requisite. The 
available supply for yoimg communities is outside 
their boimdaries, and thus may it be made greatly 
dependent on the government; in other words, pro- 
tective policies may be called upon to regulate it. 

§ 3. Slavery and Immigration. — Colonists, in many 
instances, find native populations representatives of a 
weaker type of civilisation, existing as available sup- 
plies of labour. The Spaniards in the New World by 
their grades of actual slavery, " repartimientos" and 
" concomiendas" sought the forced labour of the sub- 
ject races. In Peru for long there existed the " mita" 
or conscription of native labourers for the plantations 
and the mines, an industrial army formed on the basis 
of the Continental war-armies of the present day. Such 
schemes presuppose the existence of a native popula- 
tion of inferior power. In the absence of these races it 
was early sought to supply their place by the importa- 
tion of other inferior racea Slavery arose : labour in 
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such case fell under the rule of a most inexorable pro- 
tection. The colonists of the West Indies sought the 
production of exportable commodities ; sugar, cotton, 
coffee, tobacco ; for which the natural agencies of the 
islands gave them a profitable superiority. The 
necessary labour introduced into these young com- 
munities was entirely under the thumb of these 
exportera As a consequence these industries, pro- 
tected most efficiently against all free-trade in labour, 
flourished and grew up to dimensions thoroughly in 
accord with the interests of the planters, but of no 
other class in the islands. This fact became disas- 
trously apparent on the abolition of slavery. Free- 
trade in labour at once deprived these planters of all 
labour. The emancipated slave found ready suste- 
nance in the lazy cultivation of any small patch of 
land ; his aspirations, and his energies, never rose to 
the prospect of production for export ; and the vast 
industries which strict protection in the matter of 
labour had so long fostered at once collapsed. This 
valuable episode gives distinct evidence of the high 
economic importance of a skilled direction of the 
labour supply ; but it also most clearly demonstrates 
the fatal dangers inherent in any system of produc- 
tion which is of an unnatural and forced description. 
More modem times have seen one chief method for 
the supply of labour to young communities at their 

H 
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first start. " Free emigration" is the great modem 
means. Yet the free emigrant may fall to the care 
of the protectionist. We have already seen his 
position under schemes of "systematic colonization." 
Labour, being personal exertion, needs the human 
incentive of commercial gain. But this reward once 
accepted binds the labourer to a contract ; and the 
other party, necessary to this contract, in virtue of 
offering the rewaid determines the conditions, and 
thus regulates the amount and kind of labour. The 
economist knows well that once labour be secured to 
a new soil capital will flow in confidently. Thus the 
development of a new society proceeds, pari-passu, 
with the introduction of labour. And the faster this 
progress, though with the ephemeral appearance of 
depressing the condition of the labourer, the faster 
the production of wealth ; the more rapid the growth 
of those prosperous circimistances which ultimately 
make themselves felt throughout the length and 
breadth of the community. 

Most of the Enghsh Colonial Governments discharge 
this function with a vigour that accounts for much of 
their success. That of New Zealand, for instance, 
arranges with contractors for large works a scheme 
for the settlement on holdings of their own on easy 
terms of navvies and labourers after a certain period 
of labour. Thus not only are public works of neces- 
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eity and desirability pushed on to completion, but 
muscle and sinew are attracted to the country from 
a&r. Free passages and free land grants are plentifully 
advertised nowadays ; but the quantity of labour thus 
attracted is also regulated in quality ; now these boons 
are offered to farm-labourers and dairy-maids ; and 
anon to cooks and carpenters. The industry of labour 
is fostered by these Government regulations in regard 
to the quantity and quality of its imported ingredienta 
§ 4. Labour in New Societies beinff viore Profitable^ 
Labourers seek Uselessly to keep out Competition. — 
But labour in a new young community occupies a 
peculiar position. It assumes a more lucrative 
position than in old-established societies. This is 
primarily due to the feet of the increased productive- 
ness of labour when devoted to a virgin soil. And, 
again, is this state of things supported by the fact 
that, in the language of some economists, the " market 
price" of labour is often above the " natural price ;" or 
88 it should perhaps rather be stated, the local market 
price is higher 4^han the average price in all other 
nMorkets. And this feature is enhanced when we 
consider the wages of labour are properly the amount 
of necessanes, and it may be comfort, attainable by 
the labourer through his personal exertions. The 
value of wages is marked by their purchasing power : 
in other words, by the relative prices of the needs of 
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the labourer. In new communities, with a large 
margin of positively unoccupied land, the necessaries 
of life are inevitably low-priced ; thus the purchasing 
power of all wages is considerably enhanced. 

Again, labour in a new community takes up a 
commanding position, by reason of the fact that its 
supply falls far short of the demand ; as a conse- 
quence, the local or " market" price of labour is placed 
in a measure at the discretion of the labourer. 
Ricardo writes : " It is when the market price of 
labour exceeds the natural price that the condition 
of the labourer is flourishing and happy, that he has 
it in his power to command a greater proportion of 
the necessaries of life, and therefore to rear a healthy 
and numerous family." The efiect of this general 
law in a young community is to add to its population: 
and this is one of the most desirable effects for its wel- 
fare. But then the very prosperity of the labourer, the 
very prospect of his being surrounded by a large and 
hungry (if healthy) family leads to a course which 
spurns the ladder of his elevation, and seeks the good 
alone of his individual offspring. The prosperous 
labourer is found immediately on achieving pros- 
perity to oppose immigration. He becomes at once 
the violent opponent of the policy which gave him all 
his welfare He may indeed supply the community 
with a new source of population, yet as a direct con- 
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sequence of this very act he seeks to deprive it of its 
other legitimate source. At once we have the at- 
tempted setting up of a class monopoly by means of 
protection. The labouring man imagines that his profits 
wiU be great in proportion as he can rule the local 
market for his special commodity — labour. K the 
Government of his commimity curtail the foreign 
supply of this commodity he regards his enjoyment 
of these profits as certain. He says. Let us supply the 
labour market of and from ourselves — ^let us have no 
foreign competition ; and so wages will remain higL 
Proceeding upon analogy, the labourers in young 
commimities as a rule become the great supporters of 
all protective policies. They say, keep out all foreign 
competition in the supply of the labour market, 
and increase the demand for labour by fostering 
within the commimity the production and manufac- 
ture of all its own wants. Thus in the labour 
market supply will decrease and demand will increase, 
and then wages will rise. 

But the labourer is early brought to see the 
dark side to this cloud of his imagination. He finds 
that though such a state of things raises wages, yet 
with greater surety does it raise prices, both of his 
necessaries and his luxuries. Thus it is well if the 
actual value of his profits even remain the same for 
all his trouble. Sir Charles Dilke relates the 
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curiouB reasoning of certain Australian protectionists 
— ^labourers who, even wiser than their fellows in seeing 
the true results of labour protection, actually aver 
that one of the great benefits commercial protection 
is the stopping the influx of immigrants, by lowering 
the purchasing power of high wages. They fear 
that immigration would lower wages. They fear 
that the fame of their high wages will break through 
all Government checks on immigration. They find 
that commercial protection lowers the real value of 
their wages. And they hope the fame of this feet 
will discourage all attempts at immigration. They 
do not explain why all this trouble is necessary. 
It seems they are content to enjoy nominally high, 
but really low wages, saddled with all the trouble 
of strict protective measures, to the simpler procedure 
of mere low wages, attended by no farther compUca- 
tiona Here, again, we have signs that protection 
has great charms for mankind, but that after much 
trouble, much risk, much energy and much toil devoted 
to its manipulation, the same total of results differs 
but little, or not at all, firom those which would have 
come of a pure laissez-faire or even essentially firee- 
trade policy. 

§ 5. This injures the Capitalist. — And, again, we 
may remember that the wages of labour rise in a new 
country at the expense of the profits of capital 
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This feature has its good side, inasmuch as it 
aids that one central aim of true economy, the 
equable distribution of wealth ; the actual avail- 
able 5Xi| is doled out in more equal and fairer 
portiona Nevertheless, labour being thus amply 
remunerated at the expense of the capitalist, there 
may come about a tendency to scare away the 
influx of capital. McCuUoch terms the Wakefield 
system " a bait to tempt capitalists to buy land, by 
making them believe that though the land be arti- 
ficially dear, labour will be artifically cheap. " Some 
bait is necessary to tempt the influx of capital ; 
capital is the leading necessity of a young society ; 
commeasurably is it disastrous to have dear labour. 
It is nothing to the capitalist that the high wages 
are only nominally so, seeing that prices too are 
abnormally higL The capitalist seeks to pocket the 
profits on the use of his capital, and has no reason to 
desire that these profits should slip through the 
fingers of his labourers into the tills of tradesmen 
and others. 

In young communities labour then becomes a bone of 
contention among protectionists. The one class seek 
the benefit of the labourer, and strive to keep off 
foreign competition. The other class seek the benefit 
of the capitalist, feeling that unless he is likely 
himself to pocket his profits, he will take his coveted 
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capital elsewhere. In either condition of things 
there inevitably rules an impossibility of free com- 
petition in labour. And thus is lost the sole safe- 
guard that, on the one hand, industrial remimeration 
shall correspond with the sacrifice involved ; and 
that, on the other, capital sunk in investments 
shall be guaranteed a supply of labour without 
which its sinking would mean mere annihilation. 
So long as the community organizes in detail its 
labour supply free competition is impossible ; and 
there is no guarantee that the wages enjoyed are 
an equitable renumeration, or that the consumer 
obtains in return for what he pays an actual equi- 
valent sacrifice on the part of the producer. 

§ 6. The Right Course, — Nevertheless, it may be 
advanced with great show of reason that labour will 
hardly come to young communities unless fetched ; 
and when we see a Government interfering with 
success, and in spite of the opposition of the labour- 
ing classes, so far with the production and distribu- 
tion of wealth, as to undertake a vigorous immigra- 
tion policy, we must pause before we condenm on 
general groimds. It may be said that this protective 
regulation of the labour supply comes to be pro- 
tection, not of labour, but of industrial enterprise ; 
it seeks to set capital to work on natural agencies, 
by means of a necessary supply of labour, of men 



Protection in Regard to Labour. 105 



of skill and muscle. Yet in reality a vigorous immi- 
gration policy is merely the placing a better supply 
of a much-needed commodity in the local market ; it 
is widening the area of supply accessible to a com- 
munity. And in so doing it indeed fosters produc- 
tion ; but fosters it on the sure lines of free-trade. 
When the result is successful it means an increased 
supply of commodities ; and this marks an increased 
distribution of the wealth of the community — in 
reality, the highest aim of economic statesmanship. 



CHAPTER VI. ' 

PROTECTION IN BEOABD TO CAPITAI- 

§ 1. Capital must be attracted ; and uiaed for the best : Protectioii 
fails 80 to do-^§ 2. In Regulating the Production of Com- 
modities— § 3. In R^ulating the Exchange of Commodities — 
§ 4. In Regulating the Supply and Demand of Commodities — 
§ 5. In Fostering Competition in other Lands — § 6. Protection 
fails in every case. 

§ 1. Capital must be attracted; and used for ilie best; 
Protection fails so to do. — Capital, the third of the con- 
ventional factors of productive energy, introduces us 
to the widest class of phenomena affected by protec- 
tive policies. The stock won from Nature and stowed 
up in the shape of capital is the absolutely indispen- 
sable lever to the exertions of the labourer. And 
natural agencies can only be brought under the 
vivifying influence of labour by means of capital 
The presence of capital and the uses to which it is 
put are fundamental elements in the economical 
success of a community. 

To be capable of a protective policy a community 
must be capable of a foreign policy. In other words, 
the community must exist in a political world wherein 
other established systems of civilisation are continuing 
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in existence. Thus, in regard to our present pur- 
pose, a protective policy implies the co-existence of 
available capital in other lands. 

In reference then to young communities we are con- 
fined to those that belong to a political world in 
which old-established sjrstems exist side by side 
with the newer-formed societiea Thus, the young 
society in our cat^ory is not one that painfully 
and through long years of labour scrapes together 
capital for itself by its own isolated exertions ; it 
is rather a virgin field which is first tilled by the 
aid of that capital which the neighbouring hus- 
bandmen have won &om neighbouring fields. 
The oxen that plough have been bred and reared 
in the neighbouring p€tstures ; the seed that is sown 
is the produce of the neighbouring enclosure ; and 
the harvest that is garnered depends for its quantity 
and its quality on the amount of this available aid. 

Then, again, in a new society the superior bounty 
of Nature brings about an abnormally rapid increase 
of capital Thus the new society emerges from the 
leading-strings of external aid with a speed in pro- 
portion to the liberality of that aid at the first. That 
it enjoys the use of capital from its first start is the 
great condition of its rapid development. Capital is 
the nourishment which sustains the young society in 
the speedy development of the power and strength 
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necessary to independent exertion. And the advo- 
cates of protection have here their great stronghold ; 
the Government is to step in, and set up lights to 
guide foreign capital to the land. It is held that a 
duly elaborated system of protection is necessary to 
attract at the very outset that capital without which 
no new industrial undertaking is possible. 

And in older societies capital is no less a necessary 
condition of energized industry. But in older socie- 
ties, which are in any degree removed from the 
brink of a speedy dissolution, there must already 
exist capital. Its presence is a corollary of their 
own existence. Thus in older societies there is not 
so much need for attracting capital as for making 
the best use of that which is present. Nevertheless, 
there is the imdeniable need to retain for the benefit 
of local advance this invaluable energizing agent : as 
in a new society it becomes desirable to invite the 
presence of capital so in an old society is it necessary 
to prevent its departure. In either case the presence 
of capital is sought ; and in neither case can it be 
denied that the end so sought is for the true 
economical benefit of the community. It is merely 
a question of the discovery of the true means to 
this desirable end. Protective policies have been 
advocated and adopted as a good means to this end 
both for young and old societies. The question 
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remains, are they good means ? This problem forms 
the main thread of the present discussion. 

There is hardly need for the assertion that capital 
is only permanently attracted to a society provided 
results prove the field a remunerative investment. 
If it be found that the industry of sugar-growing 
"pay" within a community, outside capital will 
flow in whether free-trade, protection, or any 
other system rule. We have already sufficiently 
considered protection, as applied to the attraction 
of capital The actual balance of profit and loss 
accruing to capital from its presence in any given 
community will be seen in that wider and more 
congenial field of protection which regulates the uses 
to which capital is put within the community, and 
which does not regard its place or origin, though in 
eflfect greatly influencing its influx. Protective poli- 
cies seek to distribute capital to certain uses as opposed 
to other uses ; they have thus great economic effect 
on the production of commodities ; on the exchange 
of commodities ; and on the supply and demand of 
commodities. 

§ 2. In Regulating the Production of Commodities. — 
First, then, in regard to the production of commo- 
dities. The powers of each branch of production will 
be in strict proportion to the amoimt of capital in- 
vested in each. The protectionist marks out from all 
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the industries possible in his community some few to 
&11 under his aegis : to these he diverts capital, and 
thus gives to these an energizing power which is, 
ipso fadOy taken firom others. Government is thus 
saddled with a new task. The State is called upon 
to determine which branches of production shall 
exist, and which shall not exist, within the State. 
This forced distribution of capital has then to make 
good its way against the fallibility of Governments ; 
against many natural obstacles that arise; and 
against a vrrong balance of deleterious consequences 
that necessarily ensue from such a course of pro- 
cedure. 

It may be asked at once. Why thus force a new and 
diflBicult duty on that portion of the community to 
which is entrusted its corporate concerns ? There is 
a homely saying, that the most consummate statesman 
is not that impossible paragon who makes no error, 
but rather that best form of human intelligence 
which makes fewest em,ra Why, then, leave open 
and subject to one of these errors that most impor- 
tant phase in the life of a community — viz., the genesis 
and development of its productive industries ? The 
errors of the Government are the errors of the State ; 
the &ilure of its policies fall as a burden on the com- 
mimity. The failure of the schemes of an individual, 
on the contrary, recoil on the individual head alone ; 




Protection in Regard to Capital, 1 1 1 

the errors of private endeavour are felt but by a 
fraction of the State. 

The essential Mlibility of statesmanship is perhaps 
nowhere more clearly demonstrated than in these 
policies for fostering industries. Canada has afforded a 
remarkable example of the course run by a protection 
devised by Govemmenta During the first years of 
this century the Baltic States supplied England with 
timber. At the date of the battle of Copenhagen 
there came to prevail a dread that this supply would 
be cut off by political circumstances, and this dread 
was amply justified. In the seven years, fi'om 1802 
to 1809, Memel timber rose from 78«. to 320^. per load. 
Then the Chancellor of the Exchequer raised the 
import duties on European and repealed those on 
Canadian timber. The result was that by the 
year 1846 the "timber" trade with Canada had 
speedily assumed vast proportiona Cobden was 
the first to penetrate these specious appear- 
ances. Of this Canadian timber protection, he 
said it was " calculated to give a forced mis- 
direction, as all such boimties are, to the natural 
industries of these colonies by causing investment of 
capital in the preparing and shipping of inferior 
timber which would otherwise seek its legitimate* 
employment in the pursuit of agriculture." These 
remarks were curiously confirmed by facts. The 
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evidence of all travellers proved that the protection 
of this timber trade was disastrous to the farming 
interest. One or two of the timber-men made great 
fortunes, but the majority became invariably a 
drunken and improvident set And, further than 
this, the indiscriminate felling of trees brought it 
about that when the farmer pushed forward to the 
occupation of the fresh virgin soil he found it cum- 
bered with a dense and useless scrub instead of that 
** clean" forest which would have readily supplied 
him with the timber necessary for his houses, 
buildings and fences. All this added immensely to 
his difficulties. It is evident that the protection of 
this timber trade, however much it may have con- 
duced to the fortimes of a few men, and to the pro- 
ductive use of one of the great natural agencies of 
Canada, nevertheless rode rough-shod over the use 
of other natural agencies which independent life 
is now proving to be far more profitable fields for 
productive energy. 

Again, the English Corn-law episode stands forth 
typical of these things. Both the institution and 
the abolition of the Corn-laws were advocated for the 
one identical reason, the increase of the corn-growing 
industry within England. And the whole history 
of this episode affords fresh evidence of the fisict 
that few humanly-conceived measures attain to that 



Protection in Regard to Capital. 1 1 3 

species of success which was sought by their introduc- 
tion. A protective policy in attempting to foster 
some particular industry may either oust some other 
more profitable one, or introduce one that would 
otherwise have possessed no equitable or likely daim 
to entry. 

This forced distribution of capital likewise £edls to 
make way against many natural obstacles that beset 
its patL Mr. . Montgomery Stuart has written a 
a valuable history of free-trade in the Tuscan States. 
The natural outcome of a policy of protection in 
regard to agricultural interests has, perhaps, nowhere 
been more forcibly detailed. The production of com 
was sought ; and the means adopted were the pro- 
hibition alike of its export and its import. Nature 
continued to provide years alternately favourable and 
unfavourable to the farmer. But the farmer was im- 
able to profit by the surplus of good years. The 
requirements of the community for the time once 
satisfied, the rest of his hard-earned harvest re- 
mained a useless burden on his hands ; a mere addition 
of new stores of grain to harvests already super- 
abundant As a consequence agriculture became 
unproductive ; fields were left fallow ; and the fostered 
corn-growing industry sank to the lowest ebb. There 
resulted the precise opposite of the end proposed. 
Another deleterious consequence is that this forced 

I 
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production of some one or two commodities, fights 
coimter to the production of others. There is thus 
ever present the fundamental objection that the less 
productive industry may be forcibly substituted for 
the more productive. It is also an inevitable economic 
truth, that of industries protected, those for which 
the country has no actual superiority pile up loss 
tending to equal the gain firom those for which there 
are natural aptitude& Caimes well shows that the 
United States' calico and cutlery competes at a loss 
with the wares of Manchester and Sheffield. And this 
loss has to be compensated by the gains of those 
branches of industry where the United States possess 
natural advantages. Mechanical ingenuity, a trait 
inherent in the "Yankee" citizen, gives the States 
the command in labour-saving machinery. Again, 
Nature pours out of her oil-wells a special product. 
And the true nature of protection may be seen if we 
imagine England placing heavy duties on the im- 
portation of this oil, under the plea of foimding in 
England an " oil-well" industry. While protection 
rules there is the danger that labour and capital, 
devotedto these natural aptitudes, fail duly to increase 
the national wealth, owing to the balance of loss — 
loss consequent on the prosecution of those other 
industries in which foreign competitors possess 
natural advantagea In short, taking commodities in 
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the aggregate, a greater expenditure of capital is 
necessary to produce them than were trade left 
perfectly untrammelled. Caimes points out the 
tendency of free- trade " to turn the industry of a 
nation into a few channels. '' Again appears the old, 
old tale of the division of labour ; this time taking 
its place as an element among nations ; as a portion- 
ing off of duties and tasks to the whole world. 

Moreover, not only do the protected industries stifle 
other non-protected industries, but they eventually 
set about stifling one another ; and the prospective 
result is thus the original starting-point — ^viz., the 
absence of all industries. The colony of Victoria is 
again an instance in point. The manu&cture of 
candles, stock raising, meat preserving, agriculture, 
and the manufacture of agricultural implements, were 
free industries, which proceeded to receive the 
anxious, if unskilful, care of a paternal Government. 
Time is now proving that these protectionist measures, 
undertaken to foster some one of these, seem in- 
evitably to raise up obstacles in the path of some 
other. Tallow for candles is unobtainable at any- 
thing like reasonable price, because the importation 
of beasts is taxed to foster stock raising. Meat 
preserving threatens to come to an utter end for 
the same reason. The implement manufacturers com- 
plain of the high price of labour and raw material ; 

i2 
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on this plea they raise their prices ; and as the 
farmer is prevented by the duties which protect the 
manufacturer from buying implements elsewhere, he 
finds himself imable to carry on operations ; and the 
stock raiser and meat preserver suffer in proportion. 
The adoption of protection for each of these industries 
involves the distress of the others. 

Policies of protection applied to particular indus- 
tries result in further deleterious consequences; 
they are liable to incur extreme results — ^to bring in 
their train an aggravation of the effects intended. It 
has been said of the protective policy of the United 
States, "it has become so rampart and universal 
that instead of being protective, it has become fear- 
fully destructive." The taxes on machinery, on raw 
materials, and the rest, have virtually excluded them 
from the use of the manufacturer. And the chief 
sign of these things is, the inferiority of the article 
produced. This result is also aided by the absence 
of the "keen spur" of competition. In 1849, for 
instance, free-trade was extended to French leather 
gloves imported into England. The result of the 
change to the heretofore protected Englisli in- 
dustry was, according to the report, "the quality 
and make of our gloves have much improved since 
they were put into more direct competition with 
the French, by reduction of duty." Above all does 
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this want of competition injure the producer himself. 
Cavour could say of his countrymen, "the worst 
is, that while our producers, imder the action of 
protection, move slowly along, those of foreign 
countries advance with the vigour of youth, energy, 
and manhood." Herodotus equally well describes 
the effect of political freedom consequent on the 
fall of monopolist or class interests : — " cXcudcpoiOcvran^ 

%\ avTOQ iKaarog eavrtf) irpoOviAHTO KanpyaaaaOaL' Mill 

talks of the tax which the consumer pays for the 
laziness and incapacity of the monopolist producer. 
He adds, "When relieved from the immediate 
stimulus of competition, producers grow indifferent 
to the dictates of their ultimate pecuniary interest." 
And thus, it may be remarked, there grows up a 
vested interest in those economic poisons, lethargy 
and incapacity, which forces the "temporary" pro- 
tection to become perennial, and makes of the 
" tentative" duty an endless experiment. 

With regard, then, to the production of commodities 
protection seeks to determine the channel by which 
capital is to offer its aid. And this results in 
imposing upon the community a deliberative ftmction 
beyond its true capacity. The consequences are, that 
capital is liable to be forced to leave the right and 
expend itself upon the wrong industries ; the true 
benefits of the "natural" distribution of aptitudes are 
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ignored ; the substantial aid of a due division of 
labour, as well as the exhilarating influence of com- 
petition, are excluded ; and, in brief, the natural and 
only conditions of permanent industrial success cut 
from under the feet of enterprising abiUty. 

§ 3. in Regulating the Ewchange of Commodities. — 
Other effects of protection on the distribution of 
capital are seen in its influence on the exchange of 
commodities. Capital flows naturally to the most 
profitable investments ; and the productiveness of 
industry is only profitable on the condition that its 
products are exchangeable. It has been held that 
will is a mere potentiality; determined only when 
it is put into action ; and determined then by its 
object. So too of this capital, this useful stock 
accumulated from the bounty of Nature, it is mere 
potential force imtil it comes to be determined by 
securing an actual value in exchange ; and this value 
is determined entirely by the market in which the 
product of such stock becomes realised. As a con- 
sequence, a community when considering its indus- 
trial or productive development, must take into 
consideration the character of its marketa And 
this will have considerable influence over the direc- 
tion to be taken by its industrial forcea It is 
another question whether the commimity will judge 
best of these conditions of itself, individually and 
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through aid of private enterprise; or whether, on 
the contrary, its Government must discharge this 
duty. It is enough as yet to point out that such 
a duty exists. For instance, it may be aflfirmed 
of the Falkland Islands that the pith of their 
tussock grasses, which luxuriantly cover the islands, 
is a natural agency of the most perfect efficacy 
in the production of flesh in cattle. It is not, how- 
ever, good feed for sheep, contributing neither to the 
quantity nor to the quality of the wooL And yet it 
is evident that the community there established 
should attempt the production of wool rather than 
the export of beef, seeing that the one potentiality 
is capable of realisation and the other not ; for the 
one industry the European market is accessible ; 
whereas for the other there is no available market. 

Adam Smith writes : "After agriculture, the capital 
employed in manufactures puts into motion the 
greatest quantity of protective labour, and adds the 
greatest value to the annual produce. That which 
is employed in the trade of exportation has the least 
eflTectof anyof the three." And again, later on, "When 
the exchangeable value of the annual produce exceeds 
that of the annual consumption, the capital of the 
society must annually increase in proportion to the 
excess." But it is necessary to notice that neither 
agriculture nor manufacture can thus increase the 
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aggregate capital unless there be access to markets. 
It is not labour completed that gives value to a 
commodity, but the feet that the commodity itself 
is utilised. An enormous impulse is given to human 
labour by the feet that exchange of commodities 
enables two men to obtain respectively what is more 
valuable in use, in exchange for what is less valuable 
in use. To cut men off from the possibilities and 
advantages of such exchange, is to deprive them 
of their most indispensable aid to progress in the 
production of wealth, Caimes writes : " Nations only 
en^fa^fe in trade when an advantaffe arises from their 
d^so : any mterfere.ce «th ieir ftee «Uon in 
trading can only have the effect of debarring them 
from this advantaga" It is the cardinal principle of 
protective policies to interfere with trade ; they have 
a tendency thus to stifle exchange, and exchange is 
the principal condition of industrial success. 

When we consider the effect of protection in 
stifling exchange, it is necessary to bear in mind 
that the presence of markets is necessary to the 
existence of value in exchange ; that the presence 
of natural aptitudes, special to localities, is the condi- 
tion which renders value in exchange possible ; and that 
the presence of commerce is necessary to the profitable 
existence of both markets and natural aptitudes. 

The presence of markets renders possible value in 
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exchange. It has been to the clear profit of the 
English manufacturer that he has, in the &ce of all 
the world, stood by the otherwise self-evident £ict 
that foreign competition in the home market, con- 
sequent on free-trade, maybe more than compensated 
by the reciprocal existence of foreign markets for 
home produce. The nimierous States of Germany in 
the early years of the century were each separated 
from the other by protective tariffs. Following the 
introduction of the Corn-laws in England, Prussia, in 
1818, set up a protective tariff The German States 
found themselves now stifled by an utter dearth of 
market And the first object and first cause of the 
German Customs Union was the doing away with all 
local restrictions and the forming Germany into one 
whole free-trade district. In other words, markets 
were instituted, and natural aptitudes made the 
most o£ The same policy has to this day marked 
the endeavours of the United States. However 
severely protection may bind the external trade with 
a ring of iron, yet within this ring free-trade is 
jealously rampant. During the great war the one 
incontrovertible plea for the preservation of the Union 
was the guaranteeing free exchange over its vast 
area. The crucial aid of the people of the West was 
primarily given in order to retain access for their 
products to the Eastern coasts. However strict and 
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severe external protection, there exists side by side 
therewith internal free-trade. The sagacity of the 
people demands and retains markets for produce. 
On the other hand, the young communities of 
Australia are at the present in a less satis&ctory 
condition. Victoria is strictly and avowedly pro- 
tective in external trade ; New South Wales, on her 
borders, virtually free-trade in external policy. The 
immediate consequence is an extensive and expensive 
line of custom-houses where their frontiers touch — 
their mediate consequence is a usefrd lesson to Victoria. 
Bitter experience is proving to her protected manu- 
facturers that the profits of industry are nil in the 
absence of markets. Her agricultural and pastoral 
industries are ciyiBg aloud for change. 

The exchange of commodities is then the necessary 
correlative of profitable production; and all that 
hampers exchange hampers profitable production. The 
United States offer an example of the injurious effects 
of protection in this direction. Commerce is, objectively 
speaking, an exchange of equivalents ; thus it is that 
a nation which will not buy cannot sell. Bestric- 
tions upon import eventually become prohibitory 
duties upon export. Mr. Wells, in his careful Report 
to Congress, clearly demonstrates the very serious 
falling off in United States' commerce during the 
decade 1860-70, as compared with the previous 
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decada And Mr. Stuart tells the same tale of the 
commerce of Tuscany. 

It may be noted that not only does this commercial 
feet of profit-in-use benefit the actual producers of 
the two commodities, but the exchange, being in 
itself of so profitable a nature, drops wealth in its 
progress, and enables the rise of a merchant class 
whose function it is to fecilitate exchange. This 
fsict is in itself a ciTishing answer to certain theorists 
who hold views of an obtuse " individualistic" type, 
who force on poUtics an atomistic arrangement totally 
at variance with all experience. Mr. Carey, for 
instance, the great American protectionist, charges 
free-trade with adding the cost of carriage to the 
cost of production ; and with some truth adds, that 
this cost of carriage thus becomes a burden on the 
production of the world. Yet when we find this 
burden willingly undergone, we naturally ask. Is 
there not some overbalancing advantage resulting ? 
The island of Hong-Kong, one of the " Ladrones," in 
1841 the retreat of malefactors and poor fishermen to 
the number of about 5000, to-day (1879) counts 
125,000 inhabitants. In one year there enter the 
port 25,000 ships of difierent sizes and does a trade 
with the United Bangdom of nearly £6,000,000 a 
year. How then are we to account for the fact that 
this tract of land, possessing no products or manu- 
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factures of its own, has in thirty years come to 
support twenty-five times the number of inhabitants ? 
The reason lies in a nutshell " Nearly all the 
European merchandise which enters China is landed 
in Hong-Kong before passing to the line of the 
Chinese custom-houses.*^ In other words, Hong-Kong 
is made a free port. Actual free-trade here usurps 
the exact field of that protective system of trading 
licences and monopolist factories by which Portugal 
sought to command to her own use the wealth of the 
East: and usurps it with a success altogether unknown 
to the Portuguese. Compare Macao with Hong- 
Kong. " Cura9oa and Estella," says Adam Smith, 
" the two principal islands belonging to the Dutch, are 
free ports, open to the ships of all nations ; and this 
freedom in the midst of better colonies whose ports 
are open to those of one nation, has been the great 
cause of the prosperity of these two barren islands." 
In Payne's " European Colonies" we find " the tiny 
Swedish island of St. Bartholomew, bought of the 
French in 1784, and at once made a free port, rose 
and fell much in the same way as St. Thomas. With 
the establishment of free-trade in the rest of the 
West Indies St. Bartholomew ceased to be worth 
keeping." Hostile tariflfe notwithstanding, free ports 
flourish all the world over. Sir Walter Baleigh 
pointed this out more than two hundred years ago in 
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his pamphlet, "A Cleare and Evident way for 
enriching the nations of England and Ireland." He 
says of the United Provinces : " To these privileges 
of Industry, &c. they adde Smalnesse of Customs and 
liberty of Trade, which makes them flourish ; and 
their countries plentiful of all kind of coyn and com- 
modities, and their merchants so rich that when a 
losse Cometh they scarce feel it. ... . And although 
it seems but small Duties they receive; yet the 
multitudes of all kind of conmiodities and coyn is so 
great that is brought in by themselves and others, 
and carried out by themselves and others, that they 
receive more customs and Duties to the State (by 
the greatnesse of their Conmierce) in one yeare than 
England doth in two." And of Genoa he teUs a 
similar tale : " There was an Entercourse of Traflfyke 
in Genoa, and in that City was the flower of Com- 
merce ; all nations traded with merchandise to them, 
and there was the storehouse of all Italy and other 
places : But, after they had set a great custome of 
xxL per cent., all nations left trading with them, and 
at this day we have not three ships go there in a 
yeare." This " Free custome inwards and outwards" 
is, and has ever been, an unmixed good whenever and 
wherever it obtains. And the basis of the success of 
free ports is the profit of the merchant or middleman 
in the exchange of producta Thus we see that the 
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products of one land can be exchanged for those of 
another with a balance of profit over and above, not 
only the double cost of carriage, but the profits of a 
prosperous and proverbially wealthy merchant class ; 
and that free-trade alone can foster in a community 
the growth of this sociaUy convenient industry. 

The presence of commerce is, moreover, in itself an 
industry. In order to the existence of exchange a 
carryingf trade is necessary. Nature is acfain attacked 
Z^^ for ti.^r,L for harbor; »Uwa^ 
and ships caU forth a network of intelligent industry ; 
the production, distribution and use of the instru- 
ments of the exchange of products take rank among 
the most important of the industries of the world. 
And the hampering of commerce by protective 
policies, the plea that cost of carriage is an un- 
balanced evil, at once involves the putting an end 
to this extensive and productive industry. 

Highly instructive calculations come to us from 
South Australia. It has been found that the large 
intercolonial trade of that colony yielded but a mise- 
rable £1000 profit after thedeductions fix)m the natural 
profit for the costs of the various restrictive measures 
adopted on the border lines with other colonies. 

Instances may be quoted without end of the stoppage 
which protection puts on trade. In Bengal the 
Government, some years ago, abandoned the 
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State manufacture of salt. Forthwith a nem 
t«de g,.w up with Liverpool, wluoh lately 
reached the gi-eat total of over 300,000 tons per 
AnnnTn, Victoria IS protective. Tasmania and New 
South Wales adopt liberal tariffe. For the year 
1877 the exports from Tasmania to Victoria showed 
an increase of 10 per cent. To New South Wales 
they showed an increase of 95 per cent. Such was the 
increase of trade with liberal as opposed to protective 
tariffs. 

Portuguese history again tells that one of the most 
trenchant causes of the fall of the Portuguese Empire 
was a foolish restrictive policy in regard to trade. 
Her seamen and adventurers, by heroic and skilM 
explorations, had made her mistress of the water-way 
to the East. At one time the inhabitants of that 
small strip of European coast-line held conmiercial 
command of all the outlets of native products down 
the west-coast of Africa roimd up the east-coast, 
by Arabia and Muscat to the shores of India; 
and following these round the whole of Hindostan to 
the mouth of the Ganges ; down Burmah to the 
Straits and Islands of the Edstem seas. None hoped 
or dared to dispute their monopoly of the wealth- 
yielding commerce of the East. But though jealously 
set on maintaining this ocean monopoly, Portugal 
handed over to the nations of Europe the monopoly 
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of local trade. Eastern wealth flooded in continuous 
streams into Lisbon. But the Portuguese mariner, 
carried away by the pride of success, deigned not to 
serve Europe ftirther. Others were bid come fetch 
what they would from Lisbon. The hardy fishermen 
of the North Seas were thus driven to discover the 
lucrative nature of a canying trade. Sliips and 
navigation took rapid strides in improvement and 
eflBciency. The sturdy Dutch and the adventurous 
English foimd in the commerce engendered of an 
exchange of products a wealth-^ ving industry. And 
this industry prospered and grew with marvellous 
rapidity and developed in these nations the first 
germs of that power which hinted a means to escape 
the costly exactions of the Portuguese on their imports 
from the East. Dutch and English penetrated of 
themselves, and on their own account, to the very 
East itself — and in a brief period drove off the Portu- 
guese from their monopoly of the trade. 

§ 4. In Begulating the Supply and Demand of Com- 
modities. — ^Yet a third class of the effects of protection 
on the distribution of capital appears in its influence 
on the supply and demand of commodities. The 
wealth of the community is primarily represented by 
its capital. The individuals who make use of this 
capital are the producers and the consumers. The 
one expends the stock he has won from Nature in 
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fiirther attacks on J^ature ; the other expends the 
stock he has won from Nature on repaying the other 
for his efforts. Yet if there is no due return to such 
expenditure capital to an equal amount becomes 
annihilated. In so far then as expenditure is pro- 
ductive, each man with capital or superfluous stock 
creates a demand for what he himself requires, though 
offering at the same time a supply of what others 
may require. The exchange value of the commo- 
dities in the market is their price : and the expen- 
diture of capital in the market, if it is not to decrease 
the aggregate wealth of the State — if it is to vary 
profitably — ^must either change its direction or in- 
crease in quantity. Thus, presuming the increase of 
wealth is intended, we can see in prices the working 
of these phenomena : — high prices, accompany in- 
adequate, or decreased, supply, or increased demand ; 
low prices accompany inadequate, or decreased, 
demand, or increased supply. The producer suffers 
most by inadequate and prospers most by increased 
demand. The consmner suffers most by inadequate, 
and prospers most by increased supply. In other 
words, the wealth of the State, as represented by it 
in its double capacity of producer and consumer, 
suffers by inadequate demand and supply, and prospers 
by increased demand and supply. The producer, 
expending as he does part of the wealth of the State, 

K 
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finds its only profitable expenditm-e to be in the 
presence of an adequate market. The consumer, 
expending his share of the part of the wealth of the 
State, finds the value in use of the commodities he 
buys only equal the value in exchange of what he 
pays for them when there is adequate supply of the 
commodities required. The farmer will expend some 
of the profits of his year's labour in growing a harvest 
of wheat only provided there be a sufficient demand 
for wheat to enable him to do so at a profit. The 
farmer will expend some of the profits of his year's 
labour on a pair of boots only provided he feels that 
the labour which yields these profits, which he expends 
in exchange, is equalled by the exertions of the shoe- 
maker. Protection of its very essence brings about 
decreased supply and decreased demand. 

Decreased supply means at once decrease in pro- 
duction and decrease in consmnption : it implies a 
reversion towards that primitive condition of things 
when the greater part of the boimty of Nature lay 
fallow — ^unknown to and unenjoyed by man. The 
producer ceases to exert as much energy on pro- 
ducing ; the consumer finds himself less able to enjoy 
the products of human endeavour. And evidence 
aboimds that decreased supply is the great result of 
protection. Thus Mr. Wells i^pmmarizes the actual 
present result of the industrial policy of late years 
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pursued in the United States in the words, " a dimi- 
nution of abundance ; a premium on scarcity ; a re- 
striction on growth." In our terms these words may 
be paraphrased " a decrease of supply ; an impeded 
consiunption ; an impeded production." And per- 
haps no more striking proof could be given of the 
truth of this conclusion than the petitions sponta- 
neously emanating from Chicago and Boston respec- 
tively, after the two great fires in those citiea The 
object of their prayer was purely and simply the sus- 
pension of the protective import duties on building 
materials. Beconstruction was declared, on the 
highest authority, to be a simple impossibility at the 
existing prices, and with the existing or prospective 
restricted suppUes. 

Mill has written, " defeated as a general theory, 
protection finds support in some particular cases, and 
one of these is subsistence. " But protection distinctly 
proves itself a premium on scarcity directly it is 
adopted on this plea of rendering a community self- 
supporting. The professed object of the English 
Corn-laws was to render England self-supporting in 
the matter of com. The country was to be made 
independent of foreign supplies. The result, as every 
one knows, was a cry for bread on the part of the 
poorer classes, which was one of the most powerful 
aids to the richer classes when they came to consider 
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free-trade a good prospect for their own manufac- 
turing industries. 

That this contradictory outcome of protection is 
no vain chimera of theory, may be seen in the history 
of protection in Tuscany, so ably told by Mr. Mont- 
gomery Stuart The actual food supply was so 
curtailed by the corn-laws that absolute national 
starvation threatened the community. As Mr. 
Stuart puts it: " The protectionist principles dominaat 
at Florence in the administrative department, termed 
with such cruel irony that of * Abbondancia,' con- 
sistent m their logic, no more allowed the importation 
of foreign than the exportation of native com." There 
was no market for the surplus of good years. As a 
consequence, farming came to proceed on the principle 
" sufficient for the year is the com thereof," and no 
thought was taken for the coming year. The harvest 
of 1763 failed through excessive wet ; that of 1764 
was little better ; the scanty surplus of former years 
gave out. There was one patriot in the conmiunity, 
Pompeo Neri, seeking at the time to free his country 
of its bane — protection. Presiding over the com- 
munity was its Grand Duke, the well-known hus- 
band of Maria Theresa, inclined in his own mind to 
enlightened principles. The whole community, driven 

to desperation by the failure of the food supply, was 

• 

ready to welcome any new scheme. Protectionist 
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principles were no match for practical starvation. The 
prince was glad to be thus set free, at all events 
for a time, to follow the enlightened advice of 
Pompeo NerL Restrictions on importation were 
suspended, and the country flooded with imported 
com. It is true this application of free-trade 
principles was but temporary, but the lesson learnt by 
this temporary abandonment of the policy of strict 
protection was not forgotten on the recurrence of 
the corn famine in 1766, and in that year the 
corn-laws were abolished, once and for all in 
Tuscany. 

On this self-supporting theory a country depends 
for its food supply on its own soil alone. How if 
we apply this theory to a country like Holland, 
where it is said more men are employed to mind the 
dykes than the com produced in the country will feed ? 
It is as though a city were made to depend for its 
entire water supply on the wells sunk within its 
walls : with the waters of the surrounding valleys 
purposely left to their own wUds ; and even the stream 
that ran past the walls of the city jealously kept from 
entering the walls. No doubt the city would thus 
be rendered self-reliant in time of leaguer ; no doubt 
such a state of things would do well for the un- 
civilized surroundings of an Afghan fortress : or for the 
times when the enemy would poison, if not cut ofi*, 
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the water supplies of a city. But in these days wft 
do not starve ourselves in peace that we may subsist 
during war. We supply our cities with water the 
cheapest way we can; we drain the neighbouring 
wilds and conduct their waters to the city ; and so 
with the subsistence of a community we all proceed 
on the sensible theory that Mill has embodied in the 
words, " that country is the most steadily supplied 
with food wMch i8 suppUed from the largest surface." 
The community which seeks to supply its own food 
from within its own boundaries feels to the full every 
inadequate yield, while it loses the present and pro- 
spective benefits of every surplus yield. The selfish 
instincts of a blind producing class, immediately 
opposing themselves to the good of the whole com- 
munity, mediately involve the ruin of the class. 
They prosper at the first by the decreased supply ; 
but in the train of this there follows a decreased 
demand, and they find with the vanishing of their 
market there disappears the prospect of profit. 
Decreased supply is fatal to the continued prosperity 
of the producer ; and his prosperity is a leading 
element in the prosperity of the community. 

We have, too, to consider decreased demand as re- 
sulting from protection; for there follows a decrease in 
consumption. The practical consideration to the con- 
sumer is the price at which he can commsind any 
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given commodity. Protection renders prices un- 
steady and high. The favour of Nature playing vari- 
ously and capriciously on the natural agencies of the 
country is uncontrolled by the action of Nature in 
other lands. Prices of commodities fall and rise 
to every wind that blows. The stricter the pro- 
tection, the more inevitable this fluctuation in prices 
80 detrimental to any commercial or industrial 
activity. 

Yet more serious are the high prices consequent on 
protection. The consumer suffers. Cavour once 
siunmarized the cost of protection before the Italian 
Chambers: "With the present system the consumer 
pays three taxes ; one goes into the hands of the 
Government ; the second into those of the smugglers ; 
and the third into the strong boxes of privil^ed 
producers." Thus is dissipated the extra capital ex- 
pended by the consumer. Ricardo tells us that the 
effect of the English Corn-laws was " to make the 

price of com consistently and considerably higher in 
England than in any other neighbouring coimtry." 
This enhanced price is nothing more or less than a 
tax imposed o/tho g«at m^rity for the benefit of 
a minority. Nor, indeed, is it always for their 
benefit. It is of course difficult to defend the equity 
of a system which forces consumers to pay higher 
prices to the local producers than they would have 
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to pay to the foreign. The plea of the protectionists 
is, " by protection we give the producers a higher 
price for their commodity .... and thus .... 
though working at a disadvantage, they obtain the 
rate of profit current in the coimtry." It may, how- 
ever, be asked, Why should the consimier be called 
upon to set right the disadvantage under which the 
producer elects to labour ? What right have these 
special producers to exist on the forced contributions 
of the rest of the community ? We see that the 
consumers gain nothing by it. They have to pay a 
higher price for an inferior article. Insignificant 
examples often have the full anatomic value of micro- 
scopical specimens. In the colony of Victoria, strictly 
protectionist in policy, candles of colonial manu- 
&cture, the result of what the leading Melbourne 
paper terms " State-coddling," were lately quoted in 
the market at 10J</. per poimd. Nevertheless to buyers, 
giving a bond to export the same, the price is 8irf. per 
pound. A tax of 2rf. in the poundis thus raised by the 
manufacturer for his own private behoof Nor is there 
evidence that the producer gains ; in many cases rise 
in price does not even succeed in surmounting rise in 
cost of production, and there is ever present the 
deleterious result that the consumers, being compelled 
to buy dear instead of cheap goods, are curtailed in 
their means of employing labour. 
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We see then that, under a protective policy, both 
producers and consumers devote to unprofitable 
purposes capital which in a healthier condition of 
things would be expended profitably to aU concerned ; 
thus, in a word, a protective policy is inevitably 
destructive of the capital employed by both con- 
sumer and producer. 

§ 5. in Fostering the same Industries in other Lands. 
— It is necessary also to notice that protection, in 
attempting to divert capital to certain definite 
courses by endeavouring to foster certain particular 
industries in a country, has another suicidal ten- 
dency. The policy is entered upon in order to 
set going certain industries. But to follow such 
a course involves, not only the gradual and sure 
shutting herself out fi:om foreign markets, but it 
actually fosters the rise in other lands of precisely 
similar industries to supply those very markets. 

It at once deprives itself of certain markets ; 
substitutes other purveyors for these markets, and 
even raises up rivals and competitors in neutral 
marketa We may even lay aside for the moment 
the discussion of the problematical issue that protec- 
tion wiU foster in a country the growth of certain 
industries, in order to bring to bear upon the ques- 
tion other lights. Much may be thrown into new 
prominence by the incidence of the rays of that 
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light which takes notice of environments. A com- 
munity, always remembering we can only deal with 
such as are advanced to that stage of civilization 
where protective or other foreign policies alone 
are possible, exists as part of a whole. It has 
an international as well as a national existence. 
The German protectionist. List, divides economy into 
cosmopolitan or international, and political or national. 
The German Customs Union was in entire accord 
with his "Nationale system der Politischeoekonomie." 
But it may well be objected that no nation has 
existence save as distinguished from other nations ; 
and progress or civilization, or whatever the term 
adopted to represent man's environments, shows a 
network of bonds binding together these individual 
nations ; bonds meaningless without individuals ; 
individuals meaningless without bonds. K it have 
national it must have international existence : if it 
have "political" it must have "cosmopolitan" 
economical relations. 

Protection, in any community, has certain inter- 
national effects, indirect and for the most part 
vinintended, yet nevertheless certain. Protection 
of one industry is not only the driving out of some 
other, but the compelling the rise of similar industries 
in other lands. And it is when the mind is given 
to trace the effects of a protective policy on other 
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nations that the remarkable importance of this fiict 
is given due prominence. In brief, just as it may be 
held that free-trade encourages the manufactures 
and raw product of one's own coimtry, so may it 
be asserted that protection encourages those of other 
countries. By protection, one community forces 
another to supply itself with definite commodities, and 
once Force to enter upon the scene, the cue is given 
for the prompt exit of that natural profit of special 
aptitudes which is the sure basis of perfect growth ; 
the single foundation of the increase of the wealth of 
mankind. 

We turn to history for the facts of the case. 
Cobden wrote of the United States in 1835: "Great 
Britain now sees in America a competitor in every 
respect calculated to contend with advantage for the 
sceptre of naval and commercial dominion." The 
United States were to succeed England as Holland 
succeeded Spain and Portugal, and as these had 
succeeded the Italian Republics. That this forecast 
should not have come true by this year 1879, is due 
to various causes. No doubt the American War had 
detrimental effect. No doubt England stiU retains 
geographical position at the gate of Europe, as the 
bridge between the old civilizations of Europe and 
the wealthy societies of the New World. Nevertheless, 
if we cast an eye the while to the history of pro- 
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tection we shall leaxn of other and yet more 
trenchant causes. From America came this mes- 
sage to England : " You taxed us into independence, 
you fought us into a maritime power, and you now 
enact that we shall be manufacturers." Before the 
war of Liberation the American Jefferson, with 
strange wisdom, wrote : " The workshops of Europe 
are the most proper to furnish the supplies of 
manufactures to the United States." After the 
War of Liberation, England excluded American 
imports from her ports. This rigorous protection 
forthwith brought about a change of opinion. The 
same author then wrote : " To be independent in 
the comforts of life we must febricate them for our- 
selvea" Cobden noticed the introduction of the 
cotton manufacture into the United States — 
" watered by the blood of our ten years' French 
war, it flourished an hundredfold." A petty policy 
of revenge adopting protective enactments, fostered 
the growth in another community of industries for 
which our own land possessed special aptitudes. 
" Protection," as Lord Palmerston once said, " is 
obviously a game two can play at" Manufactur- 
ing England, by a protective policy, thus made 
the United States a manufacturing country. At the 
commencement of this era the manufactures of 
England were in decline, and the United States 
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appeared to be stepping into her shoes. In the 
States, however, there arose in turn a vigorous pro- 
tectionist school, and their policy, adopted by the 
Government, in its turn destroyed the rapid growth 
which Cobden, not without dismay, had watched. 
The previous balance has since been completely 
restored by the flitting of the evil genius of protec- 
tion across the Atlantic. 

Of the international effects of the adoption of this 
latter protective policy in the United States, none 
are more apparent than those affecting her commer- 
cial dominion. Canada herein occupies a foremost 
place. A thoughtful writer has recently told us : 
" The protectionist policy which has been so suicidal 
to the interests of the States has served as a spur to 
the Dominion to begin, without protection, industries 
and manufactures which she never thought of before; 
and from being a mere hewer of wood and drawer of 
water, a provider of rough raw material to the Re- 
pubKc, she now manufactures aud exports for her 

own benefit ; but the greatest triumph of 

Canada is in the extent of her shipbuilding and 
carrying trade, which has completely dropped fit)m 
the fettered hands of the United Statea" History 
has shown us Portugal monopolizing the commercial 
road to India, and thus forcing forward the competi- 
tion of the mariners of Northern Europe So too the 
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United States, in command of the direct road to 
Europe from Canada, attempted to make a monopoly 
of the fact, and become the entrepot between Canadian 
and European consumers and producers. Canada has 
replied in the same manner that Holland and England 
made answer to the Portuguese attempt. Canada 
opened the St. Lawrence ; Canada forced for herself 
a direct path to her markets. She opposed to the 
" ignorant violence of protection" the calm conside- 
rations of free-trade. And the benefits immediately 
accruing to her own commercial activity became 
enhanced by the divergence to her ports of much of 
the trade of the States themselves. From the Western 
States large quantities of com and provisions, avoid- 
ing the tariff burdened Eastern ports, sought the road 
of the lakes to the ocean steamers in the St. Lawrence. 
To the railways and the ships of the States was lost 
not only the Canadian, but further, a great proportion 
of American trade. The monopolizing protection of 
the carrying trade in the United States had fostered 
the healthy growth of a carrying trade in another 
community which prospered and overtopped com- 
pletely the protected home trade. 

The effects of the protective policies of the Con- 
tinent on England afford ample instances of their 
international results. There were three instructive 
stages, or eras. Napoleon's Continental system was 
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succeeded by the Corn-laws, and then again by free- 
trada The Continental system, coupled with general 
war, threw endless obstacles in the way of commercial 
intercourse. The dearth of English supplies from 
1806 to 1814 caused endeavours in Germany to 
manufacture for themselves. But with the peace of 
1814 English manu&cturers again took their accus- 
tomed place in German markets. Meanwhile these 
few years of forced protection had driven British 
commercial energy to other fields ; and thus the pro- 
tective ** Continental system," fostering a half-hearted 
home imitation of English industries (an imitation 
overthrown no sooner English competition was 
readmitted), resulted in widening considerably 
the markets for British produce ; and so, in the best 
of senses, fostering British industry, by increasing 
greatly the demand for its products. Asia, Africa, 
and America brought forth their respective goods in 
return for the manufactured commodities of the 
British merchant. And, more important even than 
this, vast regions of virgin soil became eagerly occu- 
pied by the teeming population of England. The 
governors of Port Jackson reported home — " If we 
can prosper thus with convict labour, what may not 
be expected of free T And a great English tide 
flooded Australia. Thus the jealously protected 
corn-growing of Hungary created for itself the sue- 
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cessful rivalry of South Australia, New Zealand, and 
Canada. Colonial possessions of European countries 
now lapsed to the care of the British ; and Britain, 
driven from the Continent by protection, developed 
into that Greater Britain, greater immeasurably in 
wealth and in power, which excites the apprehensions 
or hopes of the thinking men of to-day. This is 
indeed a colossal example of the international effects 
of protective policies. 

The second stage saw the Corn-laws thrust upon 
England. Already, by the end of the war, England 
had become the " coal-hole and forge" of the world. 
But the Corn-laws drove other coimtries to retaliation. 
Germany was soon shut up in her own Customs 
Union. From Lubeck it was" written — " The policy 
you in England are pursuing is making the whole 
German people your rivals instead of your customers. 
Cloth manufacture, hemp works, iron foundries, hard- 
ware manufacture, are springing up where we used 
to grow com." Lord Palmerston saw the further 
effects of this. " One great evil of our restrictive sys- 
tem," said he, " is that it induces other States to fancy 
that it is the secret of our prosperity, and thus it sets 
them to imitate our example." By pursuing a pro- 
tective policy a similar system is urged on other 
communities : markets are closed; production beyond 
mere sustenance is rendered unremunerative ; and a 
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drag, or rather " stopper/' placed upon all national 
and international progress. 

During this period England luckily possessed a 
secret of prosperity which entirely overbalanced the 
evil effects of this restrictive system, and was in a 
measure an effect of it. We have seen her, driven 
from the Continent, open up to her use the whole 
world. And now we have the third, or latter-day, 
stage of our historical lesson. The adoption of free- 
trade now enables England fully to profit by these 
results of the " continental system," and of its suc- 
cessor, the German Customs Union. Her own com- 
laws prompted other nations to copy her restrictive 
policy, but her abolition of these laws, the saving- point 
of her policies, has found but few and hesitating 
imitators. 

Thus it IS by a consideration of the actual environ- 
ments of the international life of a nation, that there 
is gained clear evidence of the ruinous effects of pro- 
tective policies. Not only are the necessary markets 
thereby closed ; but, while the community shuts its 
doors and sets to work to bring into being and edu- 
cate some industry, other lands in want of similar 
commodities are driven to do likewise. And when 
this nursed bantling is finally produced in the light of 
day, other bantlings of equal strength and capacity are 
discovered forced into open rivalry, claiming suc- 

L 
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cessfuUy portioDS, if not the whole, of his supposed 
heritage. 

§ 6. Protection fails in every case. — What, then, 
is the balance-sheet of profit and loss resulting 
from a policy of protection in regard to capital ? 
With respect to the production of commodities, 
protection limits capital to a few definite indus- 
tries. Government is thus burdened with a new 
and hard task, difficult for men to bear ; and one, 
moreover, which if left to itself would inevitably 
work out its own end. The superior wisdom of 
governments is foimd sadly wanting ; and ignorance, 
or more criminal fault, is seen to foster the less at the 
price of the more productive industries. It is a 
imiversally recognised principle of taxation that skill, 
industry, and abstinence must not be put to any 
disadvantage. But this cardinal principle finds no 
place in the theories of the protectionists. Again, 
exchange of products, that great lever of all human 
progress, is stayed by the hand of protection, the 
consummation of whose work is the closing of the 
markets for the productions fostered. Protection 
fights contrary to the spread of that network of 
commerce which stands out the one bright hope in the 
human future. Again, in relation to supply and 
demand we find producers and consumers use their 
capital respectively in producing and consuming. If 
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there be no due returns to such expenditure the 
capital becomes destroyed, and there is dead loss to 
that amount of the wealth of the nation. These two 
" modes" of human exertion prosper respectively by 
increased demand and increased supply of commo- 
ditiea Protection results in decreased supply and 
decreased demand. 

While, finally, if we turn from the national to the 
international efforts, we see immediately that protec- 
tion, attempting to foster the growth of a particular 
industry in a community, inevitably sets a premium 
on the growth of the same industry in some other 
community, and thus, besides closing markets for its 
own products and reducing its own purchasing 
powers, it at the same time arranges for the supply 
of exactly similar products from other sources, and 
thereby for the fiiture cuts itself off from enjoying 
the benefits of its own natural aptitudes or opportu- 
nities, to say nothing of the profitable continuance 
of such industries as it may by such means have 
endeavoured to found in its own borders. 
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CHAPTER VIL 

IS PROTECTION PROFITABLE ? 

S 1. Protection decreases the aggregate wealth of the State. — 
§ 2. It wastes, misdirects, and lessens Production. — § 3. It 
deprives it of its mainspring, Capital — § 4. It is merely an 
historical phase of social development. 

§ 1. Protection decreases the aggregate wealth of a 
State. — The main thread of the axgument is the 
endeavour to determine whether protective policies 
accelerate or retard, the industrial growth of a com- 
munity. The arguments may be conveniently summed 
up in the one question — Is the aggregate wealth of 
the community increased or is it not ? To the practical 
inquirer the question is entirely one of balances. 
It may, for instance, be urged that if corn-growers 
or manufacturers are protected by high duties against 
foreign competition, it is obvious that the prices 
of their products will be high, and at the same 
time the corn-growers or the manufacturers will make 
extra profits. The question arises. Are these profits of 
these classes in the aggregate greater than the losses 
occasioned to the community by the high prices ? Is 
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there a resulting increase of the aggregate wealth of 
the community ? Among the most obvious objections 
is the fact that avowedly and practically protection 
is an obstacle to the equaUe distribution of wealth* 
There ensues a violent tend^icy of wealth to fall into 
the hands of the few. Thus the majority are de- 
prived, to a vast extent, of a lever indispensable 
to increased production. Again, wealth thus ac- 
cumulatiQg in the hands of the few invariably 
brings in its train luxury and extravaganca Much 
of this wealth becomes squandered, or, in other 
words, economically destroyed. The hard-earned 
winnings of the community are scattered to the 
winds, and fresh obstacles are raised to that equable 
distribution of wealth which is the great need of 
this, as it has been of every other, age. 

§ 2. It wastes^ misdirectSy mid lessens Production. — 
Thus it may be asked. Are these profits of protection, 
even omitting aU qualifying phenon>e,i greater 
than, or even as great, as those which would come 
about in the absence of protection ? We must answer. 
No, if we bear in mind the economic waste of labour 
and capital accompanying such policies. Mill pointa 
out that protection "compels a waste of the difference 
between labour and capital necessary for the home 
productions and that required for the purchase 
of those manufactured abroad.'' And Cairns well 
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insists upon the fact that protection exactly 
neutralises all advantage of greater productive 
capacity of this foreigner. And it is no difficult 
reasoning that connects with this cause the sequence 
of a rise in prices. Protection has been called a 
" mutual assurance against foreign competitors." 
It is rather " a mutual assurance against foreign aid. " 
Por when we ask what it assures to us, we can only 
reply, a certain deprivation of our share in the 
benefits of the industrial advantages enjoyed by a 
foreigner over ourselves. There is a waste of pro- 
ductive energy in overcoming natural unsuitableness 
in the field of occupation, which results in the fact 
that the consumer obtains in the home market less 
value for his money than he would in the foreign 
market. And when we remember that purchase is, 
in truth, the exchange of equivalents, we see that the 
purchaser sacrifices, perforce, a certain amount of his 
expenditure of his capital or stock. The wealth of 
the community is thus charged with the profits of 
the protected manufacturer ; and this expenditure is 
not in proportion to the benefits obtained by the 
purchaser. In short, in such a community value 
in exchange is not what it should be — reciprocally 
realised value in use. In the exchange or purchase 
of certain commodities the producer has a decided 
and real benefit in the balance. But under true con- 
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ditions of purchase each party must be benefited 
equally, or capital becomes destroyed. 

We must answer No, if we bear in mind the fact 
that protection tends to drive out those industries it 
does not introduce; to impede those industries it 
does not foster. Its cardinal principle is to turn 
productive energy into courses which it would not 
otherwise pursue ; in other words to tempt productive 
energy from the course it would naturally follow. 
For it must be remembered that, in effect, protection 
does not draw its line of distinction between em- 
ploying the people of the community as opposed to 
employing foreigners, but between employing the 
people of the community in certain divisions of labour 
as opposed to other divisions. The protection of native 
industry has an undeniable tendency to follow the 
assumption that the people of the community should 
attempt the production of those identical commodities 
which foreigners are abeady producing. And in this 
strange attempt to supersede and nullify the natural 
advantages of different soils and climates theorists 
involve the community in the loss to productive 
energy of many of the most profitable industries. 

We must answer. No, if we bear in mind that 
protection lessens production in amount. And the 
amoimt of production stands of course in intimate 
relation to the amount of wealth in any community. 
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Mr. Wells has made a valuable calculation as to the 
amount of production in the United States. In the 
decade 1 8 5 0-60, with a low tariff prevalent, production 
increased 86 per cent. In the succeeding decade, 
1860-70, with the burden of a high tariff, the cor- 
responding increase was only 52 per cent. In other 
words, the amount of wealth added in a decade 
to the national aggregate had fallen by the enormous 
extent of one-third. Mr. Wells gives us shoes as 
a particular instance of these general conditions. 
Shoes, by the way, have since man first begun to 
think, achieved some mysterious and as yet unex- 
plained connection with politics. The export of shoes 
in the former decade increasing fast, fell, during the 
latter decade, to inconsiderable proportions, and the 
local price had risen 50 per cent. And this illus- 
tration is all the more noticeable, seeing that during 
this latter decade shoemaking machines of very great 
ingenuity had come into general use, saving an 
enormous amount of labour, and apparently giving to 
the United States what was practically a unique 
"natural aptitude." Thus not only may the non- 
fostered productive industries be chilled into non- 
existence, but even those industries that are carefully 
fostered, may, in the end, in spite of many advantages, 
prove unable to maintain their place. For in them cost 
of production frequently rises to prohibitive prices : 
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demand becomes limited; production disheartened. 
Under a protective policy, in a word, the aggregate 
amount of production becomes fatally curtailed, and 
there ensues a further decrease in the aggregate 
wealth-producing powers of the State. 

§ 3, And so deprives it of its mainspring^ Capital. — 
Protection also becomes a premium against abstinence, 
a premium against the increase of energising capital. 
To hold that the quantity of wealth produced is 
lessened is to hold that the rewards of labour and the 
profits of capital are reduced. This state of things, 
the result of the pressure of protection, permeating 
the whole community, works counter to the ten- 
dencies of men to save; and, as a consequence, the 
productive capacities of the community are further 
curtailed. " To compel the consimiers of a nation to 
buy dear instead of cheap goods is distinctly to 
diminish their means of employing labour" — ^in other 
words, to diminish the energising wealth of the com- 
munity. 

Mr. M. Stuart gives a notable example in the 
case of Tuscany. Long-continued protection in that 
State had effectually impoverished the community 
in every way. And the most remarkable of all the 
effects of the introduction of free-trade was the re- 
appearance of capital. Nobles, for long poverty- 
stricken, gradually became again possessors of capital. 
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as their lands once more were duly utilised. Then, 
too, the rising class of successful tradesmen soon 
became possessed of smaller capitals for investment, 
or, in other words, utilisation. The whole commxmity 
became materially revived by the feet that this new 
capital reverted in great part to its appropriate field 
-—the cultivation of the soiL And this is the more 
noticeable when we remember that the previous pro- 
tective policies had been specially instituted to in- 
crease cultivation, but had resulted in a most 
effectual destruction of that capital which was in 
reality the essential and sole lever of agricultural 
prosperity. In Tuscany, the abolition of protection 
gave opportunity for abstinence, and the costs of 
agricultural production again became possible. The 
aggregate wealth of the community increased at a 
high rate of speed. Tte same story appUes to 
capital embarked in manufactures of all sorts, 
and it is to be hoped our fellow-countiymen in 
the protective colony of Victoria will take this 
fact to heart betimes. Adam Smith well puts it: 
** The quantity of industry not only increases in every 
country with the increase of the stock which employs 
it, but, in consequence of that increase, the same 
quantity of industry produces a much greater quan- 
tity of work." The consimier is better supplied, the 
labourer more in demand, the investment of capital 
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more profitable in consequenca And every increase of 
produce means an increase of aggregate wealth ; and 
this circle of prosperous progress is continuous. 

Dr. Johnson condensed the most approved floating 
opinions of his time in the dictvmi ^' a man cannot 
increase his store of w^th without ma.king another 
poorer." This strange individualistic theory was the 
basis of the policies advocating the principle of the 
balance of trade. Their olgect was to draw to a 
country the precious metals, and so to enrich it at 
the supposed cost of other countries. Protective 
policies were the logical outcome of this strange 
reasoning, which arrived at the production of com- 
modities required by a country entirely within 
its own boundaries, in order to retain its wealth for 
itself As in the one case the man is to sell all he 
has and fill his house with gold and silver; so in 
the other, he is not to sally forth and buy, but to 
make all he requires without going abroad, and to let 
as little as possible leave his housa In either case he 
has no incentive to acquire stock with the intent that 
he may use it, for he can have no use for it ; he has 
no incentive to that profitable abstinence which 
surely improves his abihty to produce ; and he will 
find in the long-run that his gold or his com- 
modities per se are insufficient to enable him even 
to exist. He omits to notice that the true source 
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of the increase of wealth is the bounty of Nature, 
and not his individual self alone : he faUs to see 
that a due use of his own increased powers of produc- 
tion means an increase of stock won or to be won 
fix)m Nature to the use of man ; and that he must, 
if he seek real truth, exclaim, " a man cannot in- 
crease his own store of wealth without aiding other 
men to become richer/* 

§ 4. It IS merely an historical phase of social develop- 
ment — If we look to history we shall see that protec- 
tion is merelyan historical phasein social development; 
and the abnormal accompaniment of that original or 
"natural" equity which, after all, fundamentally 
regulates men's actions. All whose thoughts have 
gone below the mere surfiice of things ; all who 
have attempted, in plain language, to think out such 
problems as we are now engaged with have always 
caught sight, with more or less distinctness, of a 
certain and sure connection between the moral and 
the usefuL Those who have explored further into 
the secrets of Nature — the Huxleys, the Lyells, the 
Argylls — whether they view what they perceive with 
the spectacles of pure materialism, of "revealed 
truth" or of dogma, nevertheless one and all bear 
witness to the existence of what the human mind 
conceives to be Laws in Nature. They may even dis- 
pute concemhig the 8e ore ; they may differ as to the 
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ri IdTi \ but one and all agree in an affirmative 
answer to the n i<m. And so it is with the reports 
of those minds of higher calibre which have attempted 
the exploration of the secrets of those phenomena 
which Spencer discusses under the head of sociology, 
which Aristotle deals with in his iiri<yTrififi wpaKriKfi — ^his 
science of society as being the human realisation of a 
virtuous life. However much authorities may differ 
in the circumstantial variety of their discoveries, 
yet do these all point to evidence of the existence of 
a substantial substratum which seems to be nothing 
more nor less than an identification of the Good and 
the Usefiil. This identification, it would appear, is 
beyond the practical recognition of the majority of 
men. It may be that it must remain unrecognised 
save by more thoughtful minds : nevertheless there 
it is, working on as the powerful even though silent 
regulator of the results of all human effort. 

Cicero wrote of old, " Nos vero, justissimi homines, 
qui Transalpines gentes oleam et vitem serere non 
sinimus, quo plures sint nostra oliveta nostrsBque 
vinae ; quod quum faciamus prudenter facere dicimur, 
juste non dicimur," These words, "juste non 
dicimur," are well descriptive of the conscientious 
objections to protective policies which are present, 
however vaguely, in the minds of most men. On the 
other hand, we find in modem times the first sue- 
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cesses of free-trade happily described as a " legible 
record of the dawning conviction that the good of 
each nation is the good of alL " Thus are we brought 
to recollect that free-trade and protection, as with all 
human things, have their place in history. Perhaps 
a.«<, a« Z br^h« oAun^ u^Z that Je 
made such sudden progress as those theories of society 
which within the last few years see in the history of 
man the fact that he is a ttoXitikop J^oioif. Society 
begins with the individual man struggling by himself 
He next herds with the opposite sex from the first 
instincts of a brute nature ; but his higher intellec- 
tual capacity gives a permanence to mere lust, and 
the family arises. Then his herding with his own ofi*- 
spring from a dim consciousness of increased strength 
against himian or animal foes, develops the tribe out of 
the family, and there ensues a marvellous and rapid 
intellectual growth in customs and principles of rela- 
tionship. Thus man passes from one stage of isolation 
to another. In the first, the man stands by himself, 
an individual at war with all the world. In the 
second, he groups himself with others, and stands 
out again, a group by itself, in isolation, and at 
war with all the world. But with the mental 
growth of man came what in popular language 
may be termed fresh conquests over Nature. Men 
grew and multiplied, and the consequent dispersion 
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over the fiice of the eaiih brought in its train such 
fresh accessions of power as new methods of com- 
munication and new natural products. In time, 
from the tribe developed the nation, and a third stage 
of isolation was reached : a stage from whose leading- 
strings we are not yet free. Each nation, like each 
tribe or each original '*man," became a being by 
itself in isolation, and at war with aU the world. 
Nevertheless, for long mankind has striven to cany 
out an apparently innate even though unavowed 
tendency to overcome this spirit of isolation. These 
efforts have taken the shape and visible form of 
far-spreading conquests or of far-reaching religions of 
ever-increasing nationahtiea The German national 
idea of our own time, the Catholic Church of 
the Middle Ages, the Roman legions of old, are 
types of these efforta Protection, in its full sense, 
is nothing but the old principle of isolation, the 
" selfish" idea of the isolated tribe or of the 
strongly individualistic human unit. The opposite 
principle, that of free-trade, is the one which 
leads man to xmite with his mates ; which leads 
tribes to combine when common effort is salutary, 
which leads nations to ackowledge that they may 
actually gain more themselves from the friendship 
of other nations than from their enmity. 

A most practical instance of these desirable results 
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is seen in the consensus of all authorities in the fact 
that Adam Smith and Turgot, Cobden and Chevalier, 
were mainly instrumental in bringing about the 
thorough breakdown of the ancient, long-lived and 
hostile antagonism between French and EnglisL The 
more nations come to acknowledge this principle the 
more they discover they are aiding their own prosperity 
by aiding that of the whole world. By allow- 
ing fiill and proper development to the bounties of 
Nature the most is made of them ; and the free-trade 
principle thus fosters the best and greatest increase 
of the productive powers of the world'; an increase 
felt to its remotest comers. Cicero would have had 
cause to write "prudenter facere non dicimur" 
in addition to ** juste non dicimur" had he ex- 
perienced what men now know. Men will readily 
do the good if they find it coincides with the useful ; 
they will avoid the evil no sooner than they discover it 
is identical with the unprofitable. Ricardo advocated 
on behalf of free-trade " the pleasing conviction that 
we can never by freedom of commerce promote the 
welfare of other nations without also promoting our 
own." The converse of this appeals to a higher moraUty 
and is of equal truth : " we can never by freedom of 
commerce promote the welfare of our own nation 
without also promoting that of others." And the 
principle of protection is the very opposite to the 
principle of this freedom of commerce. 
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If, as we have seen, protection is so destructive 
of wealth, it mav well be asked how is it that 
man, the basis of whose productive action is selfish- 
ness, has so long endured such an infliction. And 
the answer is, that protection is the inevitable 
accompaniment of a certain stage of what is com- 
monly called growth in civilisation. Free^trade and 
protection are the opposite poles of productive 
endeavour; and they are the outcome of different 
stages of commercial development. The period when 
first there has been gathered a sufficiency of stored 
wealth to set men's minds a thinking as to the best 
uses to be made of it, is the epoch of the rise of 
economical policies. Then there first appears as a pro- 
minent principle the regulation of individual labour 
and skiU to ensure national prosperity. This epoch ar- 
rives with either of the two stages of isolation attained, 
as we have seen, in the life of communities. Tribal 
custom was evinced in the rhythmic lawsof the Norse — 

'< If thou yieldest a step, take thy leave of the band." 
'' 'TiB the law, and so do aa thou wilt*' 

He that would not do as the tribe does, must 
leave it altogether, and becomes a foe and no 
longer a firiend. Again, when England had reached 
the isolated nation stage, we find the protective policy 
a &iVourite with the statesmen among whom Lord 
Bacon figured. And yet, as if to protest against this 

M 
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human pervemon of a "necessary truth." we find 
the leading intellects of all ages opposing its very 
principle. Many leading axithorities, though abhorring 
protection, have yet allowed there may be some excuse 
for it in the case of young communities ; but the intel- 
lect of Lord Bacon could pierce the mists of his own 
age, and enjoy an insight even clearer than that of 
many of his learned successors. He could write of 
a young colony, ''Let there be freedom from custom 
till the plantation be of strength ; and not only 
freedom from custom, but freedom to carry their 
commodities where they may make the best use 
of them." This is what the most advanced would 
now term a sound political economy ; and yet we 
children of this nineteenth century vainly talk as 
though political economy were our own creation and 
a blessing unknown to our benighted forefathers. 
Bacon tells us even the young community must not 
be hampered in any way in developing its productive 
energies ; not even are Customs duties to be laid 
for those purposes of revenue, or rather tribute, 
which were at the time the end and aim of all 
colonial policy, and this for fear they should hamper 
the free growth of the young community. 

Curiously enough, too, in the same period, Sir 
Walter Raleigh stands forth as a prominent and 
persistent advocate for the full freedom of productive 
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energies. The principle he contended for was, that 
each man should employ his labour or his capital in 
the way he might judge most beneficial to himself 
In the House of Commons itself, speaking against 
the proposed compulsory cultivation of hemp, his 
words were, " I do not like this constraining of men 
to manure or use their grounds at our will, but 
rather wish to let every man use his groimd for 
that for which he finds it most fit." 

And there was yet another lesson in store for 
mankind when nations first emerged fi-om what has 
been termed the isolated nation stage. One of the 
first economic truths that dawned on mankind was 
that of division of labour. By this means production 
in particular directions rapidly exceeded the local 
wants. It became evident, then, that unless the 
native energies were allowed to push beyond the 
frontiers of the nation an important amount of the 
national labour was rendered useless and improfit- 
able. This became painftdly apparent in the more 
primitive systems of colonization adopted by the 
States of Western Europe. The protection afforded 
by mother countries to their colonies took the form 
of the monopoly of both the export and import trade 
of the colony. This policy was, in reality, based on 
the plea that the mother coimtry and the colony 
should each lose much in order that each might gain 
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a little. And aa Mill has shown, " There is a loss 
on the whole to the productive power of the world, 
and the mother country does not gain so much as 
she makes the colony lose/* When once nations felt 
the pressure of other nations there crept in the idea 
of international production ; and men were forced to 
allow that a selfish isolation, lessening the productive 
powers of mankind as a whole, lessened the produc- 
tive energies of each portion thereof. 

The value of combined effort on the part of all 
mankind came home with no uncertain teaching 
as soon as communications between men were ren- 
dered easy. The rich Eastern merchants of Venice, 
and afterwards of Lisbon, soon found the value of 
sharing with the Dutch and the English the rich 
harvest of the North Sea fisheries. To Roman 
Catholic populations this economic discovery was 
of great importance. These economic convictions 
spread; and protection, iostead of passing as the 
inevitable accompaniment of human energy, began 
to find in the first place apologists, and in the second 
place, and at no long date, those violent supporters 
who, by their very vehemence and rage, prove the 
inherent weakness of their case. 

Protection was all-in-all in the absence of fi:ee- 
trade. Protection became possible and popular when 
nations first turned to industry ; and protection 




Is Protection Profitable? 165 



flourished as the concomitant of faulty and inade- 
quate communications between men. A nation by 
keeping itself to itself had then the best security to 
support itself in those days when the arm of trade 
was short ; when possibilities of locomotion were 
extremely limited. England might well seek 
jealously to grow her own com and make her own 
ropes when she knew not of any lands that could be 
trusted to supply her with these things. But, taking 
the history of Europe, when once commerce burst 
her Mediterranean bonds, when once the command 
of the sea opened up the whole world to mankind, 
policies of protection lost their meaning and their 
use. The tribes of the world, heretofore living in 
jealous isolation, guarding with zeal their peculiar 
herds and crops, were suddenly awakened to a new 
state of things by the possibilities of roads and loco- 
motion. Traffic arose, development was given tx) 
that original human propensity " to truck, barter, 
and exchange one thing for another .... common 
to all men, and to be found in no other race of 
animals." Protective policies were the swaddling- 
clothes with which barbarous and unskilled nations 
sought to foster the growth of their infant industries. 
But on the widening and deepening of man's ideas 
there ensued a more healthfiil opinion as to the 
treatment necessary. It was found far better from 
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the first to allow the limbs firee and Aill play, and 
not to forbid contact with the outside world. It was 
found best to allow normal and natural developments 
of every form of growth untrameUed opportunity. 
And the good results have been amply apparent in 
the green tree; older nations have been inspired with 
a renewed vigour of youtL And such treatment has 
never &dled when applied to the sapling. 



CHAPTER VIII. 

LIMITED PBOTECTION. 

§ 1. Limited Protection is Advocated by some, Provided it be 
Temporary : but this is Impossible. — § 2. Or Tentative : and 
this is Impracticable. — §3. Or for Young Commimities; but 
here the Means of the End outdo, in their accompanying evila, 
the good of the End. 

^ 1. Limited Protection is Advocated by some, Pro- 
vided it be Temporary : but this is Impossible. — Many 
authorities, endorsing to the fiill a general and just 
condemnation of protection pure and simple, yet 
hold that modified or limited protection has its time 
and its uses. It has been urged ere now that the evil 
effects of protection are minimised and the good en- 
hanced by a due regard to certain conditions imder 
which a protective policy becomes a benefit and not 
an evil to a community. But when this plea is 
adopted by good authorities, it is always with the 
proviso that this limited protection must be rigidly 
temporary or tentative in character. 

It must be temporary they say. Those who have 
studied the results of protection know ftdl well 
that its inevitable effect in the long run is to impair 
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the equality of the distribution of the results of pro- 
duction ; or in other words to tax the many for the 
be^;iefit of the few ; " to make the rich richer and the 
poor poorer." Bicardo tells us of France, " the for- 
times of the iron-masters and cotton-spinners in- 
creased enormously under a system of artificial prices, 
while the condition of the mass of the people advanced 
less rapidly than in any other country in Europe." 
But, it is urged, these and all other sad results only 
appear by lapse of time. To maintain that skill 
degenerates through lack of competition, to hold that 
prices rule high by reason of diminished supply — is 
to assume a long life to protection. 

Multiform are the reasons advanced in support of 
this theory, that, provided it be limited in point of 
time, a protective policy may be made to conduce to 
the good of the community. It is imdeniable that 
in order to take up a profitable position in the family 
of communities it is necessary for a society to have 
within it in working order some industry wherein, 
owing to natural advantages, it surpasses some other 
communities. And a protective policy, rigidly 
limited in point of time, is advocated as the best 
means to this desirable end. " Protection," according 
to the covertly ironical definition in MacCulloch's 
Dictionary, " is the protecting or bolstering up of cer- 
tain branches of domestic industry." By this 
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pillowed support the young industry is introduced to 
life, and the genesis of such industry is an unquali- 
fied advantage, an undeniably beneficial end. The 
question, however, remains, — Is this means possible 
and practicable ? 

The possibility, the practicability, of a temporary 
protection is founded on the economic plea that 
"Protectionists lose their strength as consumers 
learu their power and their interest." The economi- 
cal theory involved may be perfectly soimd. That 
the consumer will object to be taxed for the private 
benefit of the producer is only natural and reasonable. 
But that his objection will meet with success history 
tells us is highly problematical, if we look alone to 
the vast political power of the force known as vested 
interests. Society is not ruled by abstract laws of 
economy, but by the economical interests of those 
who for the time grasp political power. We must 
bear in mind that, generally speaking, every citizen is 
both a consiuner and a producer. In the Middle 
Ages we meet with instances of thriving conmiercial 
cities despotically governed by a close oligarchy ; the 
industrial policy of such a city necessarily followed 
the interests of these few, and that of the many but 
incidentally, and, in cases, not at all. And yet the 
many are equally producers with the few ; and where 
the many govern we find the consumer still at the 
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ix^&t(sj of the producer. And not only so, but with 
that suicidal shortsightedness of the ignorant or the 
thoughtless we may often see the labouring man, in 
his character of producer, figuring in public as the 
elector of "Protection" candidates because they 
promise him high wages ; and suffering in private, in 
his character of consmner, because of the high prices 
ensuing. Taking is everywhere a more powerftd 
human motive than giving. A man wiU go through 
endless pain and trouble to amass wealth, but in the 
squandering of it he will take no heed. As a pro- 
ducer he will concentrate all his energies on success ; 
as a consiuner he is only too ready to rest and be 
thankftd. When he sets his mind to the government 
of his community he will lay aside his position as a 
consumer, and take his firm stand on his rights as a 
producer. It is with men .s produce., ^ not as 
consumers that the ultimate issue lies. 

Mill gives as one of his conditions for the introduc- 
tion of this modified protection " certain abrogations 
of the duty after a fair time of trial" It is difficult, 
from what we know, to imagine the probability or 
even the possibility of the carrying out in practice 
such a condition. Men as consumers may see their 
imfidr position, but as producers, each one, tasting of 
the joys of protection in his own branch, will put 
forth all his strength to keep his hold of the cup. 
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The Emperor Napoleon III., affording the rare his- 
torical instance of a despot forcing free-trade on an 
unwilling people, experienced to the full the effect of 

this " vested interest" opposition. Cobden has re- 
corded Napoleon's expressed opinion on this point : — 
" The difficulty is this — the monopolists may be few, 
the minority ; their interests are not to be compared 
with those of the nation ; but they are an organised 
body, a disciplined army, and the great consiuning 
public is only a mob." The manufacturers, labourers, 
employfe, and their widely ramifying connections, 
reaping the benefits of the protected industries, have 
interests of their own as producers ; these are opposed 
to the interests of consumers ; their own private good, 
their palpable advantages as producers, is directly at 
variance with the public good, the general advan- 
tages to consmners. But their interests are uniform 
and compact ; the interests of consmners, qu4 con- 
sumers, are multiform and heterogeneous. Force in 
the one case, small in the aggregate, is condensed and 
strong ; force in the other case, large in the aggregate, 
is dispersed and weak. 

The consumer, as a force in the politics of govern- 
ment, is fiu: inferior to the producer. The policies 
adopted come home directly to the producer ; the con- 
sumer feels their effects indirectly. It needs no thought 
on the part of the manufacturer of axe-heads to see 
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that it is for his benefit that the importation of foreign 
axe-heads is forbidden. It does require thought and 
calculation for hiTn to discover that this extra profit 
is dissipated in the enhanced prices of a thousand and 
one articles of consumption. So, too, the labourer at the 
manufactory readily sees that if axe-heads are sold in 
the country which are not produced there, he will not 
be paid for makingaxes; he does not see, or understand, 
or think of the fact that these extra wages of his vanish 
in the hard economical fact of a reduced purchasing 
power. Thus it appears to be outside the region of 
practical politics that protective policies, actually tem- 
porary in character, shall be successfully instituted. 

^ % Or Tentative: but this is Impracticable. — 
For the same reasons we find the institution of 
tentative protection impracticable. It is certain 
no industry should be planted in a country con- 
cerning whose independent after-success there is 
the smallest doubt. For an industry once planted 
becomes forthwith a vested interest. And yet, sad to 
say, there is the undeniable truth that the introduc- 
tion of an industry even of an imcertain future has a 
great experimental value. " Nothing," we are told, 
" has a greater tendency to promote improvements 
in any branch of production than its trial under a new 
set of conditions." The success of such a trial in a 
country is forthwith a productive advantage not only 
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over its own previous status, but even over the 
former homes of the industry. Russia's long-lived 
hostility to Turkey has forced a trial in the East 
Indies of the hemp-producing industry. And now 
the Russian supply of rope fibres is greatly sup- 
planted by the East Indian. No doubt this experi- 
mental value is an end devoutly to be consummated. 
In this chapter it is sufficient to point out that pro- 
tection, as a means to its end, fails, even when 
limited in its design as a purely tentative measure — 
and this for the reason that, however good the design, 
the result brings in its train such destructive con- 
ditions as vested interesta 

These evil effects are specially visible when we re- 
member that the outcome of an experiment may be 
negative as well as positive. To introduce an indus- 
try as an experiment is, on the part of the wise, to 
admit the duty of destroying it if the result be in the 
negative. But in the practice of politics this has not 
been found practicable. In one of Mr. Bright's 
speeches occurs the passage : " The extraordinary dis- 
tress in the United States is almost entirely to be 
attributed to their mistaken protective system; 
to their having misdirected so much capital ; to 
their having, on the strength of high tariflfe, pro- 
moted a great extension of business which could not 
be permanently sustained." Much of this protected 
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misdirection was origiiially undertaken for strictly 
tentative purposes ; it has resulted in the setting up 
of various vested interests of a sort that " cannot be 
permanently sustained" — under, it may be added, 
true economic conditions. The very perfectness of 
protection gives means and strength to vested 
interests; and where protection is tentative the in- 
dustry set up as an experiment is found so firmly set 
up as to defy knocking down. The gravity of the 
issue is apparent when we remember that the claims 
of vested interests are specially persistent and dogged 
in those cases where the wrong industries have been 
fostered ; where the experiment has had a negative 
issua The producer becomes the more loth to 
yield up his claim on State protection for his venture 
the more he is persuaded that the industry so set 
up will never face with success the keen air of free 
competition. Thus a jfresh burden is entailed on the 
community either of undoing its own gratuitous 
labour, or of abiding the sufierer of its own acts. 

§ 3. Or for Young Communities ; hut the Evils 
of the Means outdo the good of the End. — Much 
plausible argument has been promulgated that at 
all events this limited protection is an immitigated 
good for a young society. Though protective 
policies are alone possible with societies living in 
communion with others, and though young societies. 
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in which protection poUcies are likely and possible, 
are ofehoots of older societies, nevertheless tha 
young society is no mere facsimile of the parent. 
However old the civilization of the colonists, yet a new 
community encounters new conditions ; a fresh start 
of society is entered upon. Many of the conditions 
are similar to those of the old country ; but again 
there are other conditions superadded which are en- 
tirely different. And it is on this groimd that authori- 
ties have argued that, whereas protection is originally 
and fimdamentally an error for old countries, yet may 
it be a good and useful institution for the young. Pro- 
tection is thus regarded as of the nurse type ; good, 
aye indispensable, for the youthful, but neither needed 
nor desired by those of maturer growtL 

Here again we discover the discussion of a means as 
if it were the only means. Authorities should strive 
to balance the acknowledged evils of the means with 
the undoubted benefits of the end. We have seen the 
impracticable nature of the temporary and tentative 
theories. But the goodness of the end is certainly 
more visible when the industry fostered is a true natural 
aptitude : and the means look specially tempting 
when we are told they actually give a country a 
balance of advantage over some other of similar 
natural aptitudes. Adam Smith wrote — " By means 
of such regulations, indeed, a particular manufacture 
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may sometimes be acquired sooner than it would 
have been otherwise." When one coimtry has natural 
aptitudes similar in every respect to those of some 
other, by starting the given industry first, it gains 
great vantage groimd ; the prior acquisition of skill 
and experience gives it a start which may even 
effectually counterbalance some inferiority in the 
bounty of Natilre. Here again we have an end 
enhanced in utility. But are there no better means 
than one that is all the while avowedly incomplete 
and feulty and detracts considerably from the total 
of benefits resulting ? 

We are told in dealing with yoimg communities 
we have no vested interests of long standing to deal 
with. If this limited protection does set up vested 
interests, their suppression will not be so grievous a 
wrench to the young commimity. In old coun- 
tries legislative interference with industry becomes 
occasionally necessary as the country marches along 
the road of scientific change. In the old coun- 
tries of Europe the theoretic good of free-trade could 
not be set on foot without previously uprooting large 
vested interests. France, since the day when Colbert, 
in 1667, prohibited the importation of manufactured 
articles, raised up for herself a mountain of formid- 
able prejudice and fallacy to support the great class 
interests engendered of protection. Under the 
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Second Empire we witnessed the curious spectacle of 
a government in great measure vainly defending its 
subjects jfrom themselves. "Pie one great obstacle to 
the action of the government in accordance with the 
best spirit of the day is these vested interests. Why, 
then, set them up in young communities ? The sole 
logical reply possible is that there are certain ends 
we all know are good and desirable, and protection 
is the sole means to them. In a future chapter we 
shall ask, Are these avowedly bad means the sole 
means? 

Protection coming upon young communities is an 
evU. An able article in the Colonies newspaper 
thus summarised the advantages possessed by young 
over old communities; — "speedier roads to wealth, 
exemption from the grinding poverty which so fre- 
quently disfigures old States ; larger political freedom ; 
absence from mischievous vested interests to hamper 
the progress of society ; the sense of strength; and vast 

confidence in the future But they have little 

leisure for scientific study ; thinkers among them do 
not wield the authority they possess in older coun- 
tries ; the true nature of measures cannot be accu- 
rately examined ; the immediate results assume a 
too disproportionate importance.'* The consequence 
is a tendency to which they are specially prone, of 
running counter to the experience of others. Among 

N 
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the manifestations of this tendency none is more pro- 
minent than protection. And yet is this the very 
antidote and opposite tg each one of the advantages 
peculiar to a new commimity. It cuts up, turns, and 
destroys the natural roads to wealth ; by mal-distri- 
bution of wealth it fosters the growth of a pauper 
class ; it avowedly seeks justification for its gross 
interference with poUtical freedom ; and its sure out- 
come ifl the erection of powerful vested interests of a 
peculiarly mischievous character : it brings in its 
train a sense of weakness in the society, and soon 
produces a distrust in the future which disheartens 
and discourages fatally the enterprise of a society. 

In judging of protection by the results of history, 
it must be borne in mind that young communities 
are peculiarly tenacious of life. "The plenty and 
cheapness of good land," wrote Adam Smith, " are 
such powerful causes of prosperity, that the very 
worst government is scarce capable of shaking alto- 
gether the efiBcacy of their operation. " The very men 
become a type of excessive vitality, and possessed of a 
boisterous energy and superabundant confidence 
which renders them reckless of others' experience ; 
and which combines with the natural agencies to give 
to the constitution of the community a hearty vitality 
which the most violent distemper of protection may 
scarce endanger. It is for this reason that nations 
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have been so much misled by appearances. But 
with the older established United States things are 
different. " The great fiact that the tide of immigra- 
tion which once flowed so steadily towards the great 
RepubUc is now turned back to Canada, and even 
to Great Britain, proves that even the enormous 
resouixses of the United States cannot long bear the 
strain caused by artificial and unsoimd restriction. 
And this ought to modify the idea that protection 
and prosperity go together." Though failure is 
eventually in store for such young communities as 
adopt protective policies, yet for long their great 
vitality enables them to conceal the symptoms of the 
disease until it has taken so sharp a hold on their 
^tem that the indications of a coming break-up of 
the constitution appear with a suddenness which 
prevents all remedial measures. 

Why should a colony for instance put in force its 
corporate power to start manufacturers of a special 
type within its boundaries. If labour and capital 
find more remunerative employment when left alone, 
where is the good of their being forced to divert 
their energies to the production of goods which other 
countries can supply them with at lower price? 
Natural growth will develop those altered conditions 
in which labour and capital turn naturally to manu- 
&ctura For instance, in the Australian colonies at 

n2 
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the present day there is a population about half that 
of London ; yet the country in its occupation is 
nearly as large as Europe ; and so far as yet occu- 
pied, is fertile in every sensa Wool-growing, cattle 
and horse breeding, mining, wheat-growing, these 
are the branches of production most profitable under 
the circumstances. And to attempt to force the 
immigrant to stay in the port of arrival as a factory 
hand is to mistake altogether the true channel to 
success. Protection has no less evil effect in new 
countries than in old. If it differ in kind it is no less 
real in effect. Its only claim to consideration is on the 
assumption that the good end sought is to be attained 
by this means alone. And even this means is ac- 
knowledged to be accompanied by many undesirable 
effects. What if there be other means to the same 
end not similarly circumstanced ? 



CHAPTER IX. 

OTHER MEANS TO THE SAME END. 

§ 1. Protection as a means is Inefficient — § 2. Yet there are other 
efficient means to the same end — § 3. Protection in other Com- 
munities— § 4. Some Bounties — § 5. Free-trade ; in the GeneeiB 
of Industries, and in the Discovery of the most Lucrative. 

§ 1. Protection considered as a means to its end is 
inefficient. — When weighed in the balance of econo- 
mical results, protection is found wanting. The 
end sought by protection is the fostering of industrial 
energy ; the increase, in other words, of the produc- 
tive industry of man; of the results of his labour; 
of the profits of his capital And the means adopted 
by protection is the exclusion of the competition of 
other societies of men outside the limits of the par- 
ticular community seeking thus to develop its own 
resources. Yet even when plausible successes attend 
particular efforts the gross balance is always foimd 
to be on the wrong side. 

§ 2. There are other efficient means. — ^These results 
which we have detailed might be deemed a sufficient 
condemnation of protection. But there is another 
and entirely different class of arguments, which 
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perhaps best demonstrate the essential uselessness 
of protection. It is found that other means actually 
attain the same end without that probable surplus 
of loss by the way which protection involves. It 
may with reason be asked what is there in the 
conditio.^ rf the e^iBtenoa of . community which 
calls for the adoption of measures directly regulating 
the indirect freedom or " natural course" of circum- 
stances. Is there any reason or necessity for throw- 
ing on to the burdened shoulders of government 
such, at the least problematical, means to an end as 
protection ? A distinct negative to such a question 
is forced on us when we are brought to consider that 
any and every good eflfect of protection may be, and 
has been, brought about by other means. 

Many advocates of protection appear to proceed 
entirely on the assumption that the end sought is 
good in general principle, but that in particular 
applications we must make concessions to circum- 
stances. They tell us protection fosters industrial 
energy ; but, in so doing, in its train it will bring 
about in some cases a balance of good results, and 
in other cases a balance of evil ; and before we 
condemn it for thus risking evil results, we must 
remember that it is possible for it to bring about 
good. The end is good. But such a line of argu- 
ment necessitates the tacit assumption that protec- 
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tion is the only means to the end. Were this so it 
might, of course, be correct or right to apply the 
general principle, trusting that particular circum- 
stances would turn out favourable. But if there are 
other and better means to the same end, why trouble 
ourselves with a means which is acknowledged to be 
at best but problematic in beneficial effect ? In the 
advocacy of protection as good for yoimg communi- 
ties, though bad for old, we find this fallacy ruling. 
An analogical line has been taken. We are told 
that though protection is bad for old communities, 
that is no reason why it should not be good for the 
young. Pap is bad food for grown men; but good for 
children. To deny this is as illogical as to argue 
man is a flesh-eating animal, therefore feed a baby 
on meat and not on pap. But suppose it is found 
that revalenta arabica is far superior to pap in 
developing all the proper growths in the child, are 
we still to feed children on pap ? Pap may be bad 
food for the grown up ; but the question none the 
less remains, is it the best food for the young. Pro- 
tection is adopted as a means, but no question is 
asked as to whether other means are not far superior 
in every respect. 

The main advantage credited to protection is the 
genesis or origination of industries within a com- 
munity. Yet if we look to history we shall find the 
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most unexpected industrial fields opened up, not 
only without the aid of protection, but often because' 
of the presence of its opposite, free-trade. Saxony 
and Switzerland have become flourishing manu^tctur- 
ing countries without any kind of legislative inter- 
ference ; and this, in spite of the fact that both 
countries axe under great disadvantages in regard 
to industrial production. Means of transport, 
whether for the supply of raw material, or for the 
export of the manufactured articles, are far inferior 
to those of other lands, and yet these industries 
rise and flourish. Again, take the case of Lyons — 
far distant both from the places which produce the 
material, and the places which consume the com- 
modities of its manufacture — ^this city nevertheless 
flourishes as the centre of a most profitable industry. 
Sicilians grow silk and send it to Lyons to be 
returned to them to deck their bodies withal Again 
what system of protection could ever have started in 
Dundee the profitable industry of marmalade 
making? Oranges travel 2000 miles to feed this 
industry. Dundee, too, is the meeting point between 
tropical Lidia and the Arctic circle. Whale oil is 
the best natural dressing for rendering jute service- 
able as a foundation for cheap carpets. Free-trade 
enables a large shipping interest to bring these two 
products of distant climes face to face. Natural 
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capacities and the aptitudes of experience bring about 
far more incongruous results than protection can even 
dream of. The truths of untrammeled nature are 
stronger than the fictions of benighted visionaries. 

We may take three exemplary types of other 
means which bring about the boasted good results of 
protection : yet are burdened by none of the objections. 

§ 3. Protection in other communities, it has fre- 
quently been noticed, has a tendency to promote 
in the one commimity precisely similar industries 
to those protected in the others. There is, as it 
were, a natural lex talionis ever on the watch to 
adjust matters naturally. Man proposes, Heaven 
disposes, or the " Reign of Law" would be a mean- 
ingless myth. Suppose the manufacturer of some new 
commodity of general use — say telephones — ^be rigor- 
ously protected on the Continent of Europe in each 
separate State. The prices of telephones will rise in 
each community in proportion as such commxmity has 
to overcome difl&culties in obtaining the requisite 
materials, experience, and skill. This rise in price 
naturally leads the inhabitants of, say England, to 
despah- of obtaining their telephones from the 
Continent, and to set up and start making them on 
their own account. And the telephone manufacturers 
of many of the coxmtries who were inferior in this 
particular industry will eventually carry on the 
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manufacture only at a loss to themselves and to 
their community. Whereas the people of England 
find developing in their midst a new industry through 
no policy of their own. 

§ 4. Bounties. — A second exemplary type of the 
"other means" is to be found in duly regulated 
systems of bounties. These means are specially ap- 
plicable to the circumstances of young societies. 
And they are in accord with the true theory of 
government interference. Mill well says that go- 
vernment is in duty bound to do " those things which 
are made incumbent on it by the helplessness of the 
public — ^in such a manner as shall tend not to increase 
and perpetuate, but to correct such helplessness." 
The assistance of government must not be a substi- 
tute for man's own labour, skill, or prudence, but 
merely the adjunct to insure to him, if possible, the 
road to success by these legitimate means. 

There are two methods of procedure open to 
government to influence the conduct of the citizens. 
Mill classes these two methods under the heads 
" authoritative" and " non-authoritative" inter- 
ference ; a division which brings to mind the 
Kantian " categorical" and *' hypothetical" " impera- 
tions.'^ The one issues a command, and confirms it 
by penalty : commands, threatens, sanctions ; a /a?} 
KiXipii awoyopivii. The other proceeds by means of 
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advice, information, incentive; "what the law does not 
forbid it sanctions." It is this latter class of interfer- 
ence which alone is beneficial and healthy in economical 
questions. Protection belongs to the former class. 

The main point of the system of these bounties is 
that it leaves the responsibility of success or &ilure 
entirely with the individual The plea of the felli- 
bility of governments fails to apply. No expense is 
entailed on the commimity from any errors of expec- 
tation : if the industry fails to thrive, or, in other 
words, to enrich the community, there is no loss to 
the State. The whole burden falls on the individual. 
He may listen to the exhortation of the government 
incentive or not as he will ; yet failure rests on his 
shoulders alone ; and if he is successful the com- 
munity in fact repays to him in the shape of a bounty 
pTt rf those new p«,fitB which his Lte^-rise Z 
enabled the commimity to enjoy. And though it 
thus burdens the individual with the responsibility 
of failure, yet it is a properly active type of govern- 
ment interference. It is not that passive type of 
which Adam Smith speaks, " which aflTordsto industry 
the only encouragement it requires — some tolerable 
security that it shallenjoy the fruits of its own labour." 
It is not a limitation to that policy of "masterly in- 
activity" or negative protection which is based on 
the adage, each man in doing the best for himself is 
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doing the best for the State. This system in addi- 
tion conceives that the State has corporate duties 
towards its individual citizens as representing the 
unity of which it is composed, beyond those of mere 
protection of life and property. 

The basis of a true bounty system is that there 
are pecuniary risks incident to the attempting new 
industries, and it is held that the wise commmiity 
will collectively set up some premium to induce en- 
terprise to run this risk ; though the risk is borne by 
the individual in the event of fidlure. An industry 
that is successful yields profit to the individual who 
undertakes it; yet in so doing it yields profit to the 
community at large, and the system of true bounties 
is the addition by the commimity, out of its share of 
the profits of something, to the profits which legiti- 
mately fell to the individual The introducer of the 
industry thus gains more than his due share of profit, 
€Uid is thus enabled to run greater risk. At the 
same time if loss ensue the community does not suffer 
as a body. But the loss comes directly home to the 
individual alone ; and this will insure more indivi- 
dual caution and labour. As a consumer the whole 
community will barely notice the enhanced prices 
which bolster up protective manufacture. But as a 
producer, seeking the aid of the community, each indi- 
vidual will endeavour his utmost when he knows 
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that his receipt of this aid depends entirely on the 
success of his own efforts. 

Other systems of bounties have been advocated. 
It has been proposed, for instance, to tax an article 
when imported, but to give a drawback of equal 
amount on the article when exported. Taking com 
as an instance, each imported bushel pays so much 
duty ; and then on every bushel the farmers can 
grow and export they receive a drawback to the 
amount of this duty. Thus the farmers are induced 
to grow wheat for the home market, because foreign 
supplies are prohibited. And then if the farmer has 
any surplus yield he can undersell the foreigner by 
reason of his receiving this drawback. The question 
remains, who pays the duty on the imported com, and 
who pays the drawback on the exported ? And the 
answer is the consumer. The consumer, if he would 
buy foreign com, has to pay an artificially high price 
for it ; he has fiirther to reward his fanning country- 
men for the benefits they enjoy in " good years" in 
the shape of surplus harvests. And then paying the 
duty on imported com tends to lessen the imported 
supply, and paying the drawback on home-grown com 
sends that out of the country, and tends to lessen 
the home-grown supply. This decreased supply sends 
up prices. Thus on the whole there is a very con- 
siderable loss to the consumer. In other words, the 
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aggregate wealth of the community is seriously 
lessened 

Bounties of the right type are temporary and ten- 
tative ; but they are incentive and not protective. They 
e^ indeed a government interference with capital 
and labour ; but their influence is national and not 
international A bonus on the first cargo for export 
of some particular commodity, or on the " discovery" 
of " payable" goldfields is, eo ipso, temporary. It is 
awarded no sooner than the industry has started on 
a ^icoe.^ cour» ; and when a^ed it c^ 
It has thus nothing whatever to do with the institu- 
tion of vested interests. A bounty of this type is a 
definite and certain sura to be taken from the pockets 
of the people only after the industry has proved of 
intrinsic value to the people. The consumer only pays 
for his commodity when he receives it in proper con- 
dition. The commtmity says it will give £500 for the 
discovery of a " paying" goldfield within its estate : 
men may bring "Chinamen's diggings" and other 
inadequate discoveries, but the community will none 
of them. No expense is entailed until the actual 
commodity required is handed over to the State. 

To determine, for instance, that soil and climate 
have scientifically a capacity for tea-production, and 
to determine on the payment of a definite sum of 
money, as bonus or bounty on the successful produc- 
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tion of a first cargo of tea, is a healthy and sound 
economical plan for developing the industry of tea- 
growing. Carlyle well says in reference to protection 
in our colonies, — ** No country under the sky has 
ever got manufactures except by spending the 
funds of the State to plant them, and, unless Australia 
does that she will get no manufactures." Where 
" countries under the sky" go wrong is in their 
system of spending the funds of the State. Protec- 
tion by both duties and high prices takes money out 
of the pockets of the commiuiity and hands it over 
to one class of the population, without necessarily 
receiving in return the benefits of sticcessful enterprise, 
to distribute again among the pockets of the people. 
Bounties may be established in kind. Thus the 
Government of New South Wales, in order to 
encourage wine-growing, authorises any owner whose 
vineyard exceeds a certain acreage in extent, to set 
up a private still and enjoy the proceeds thereof. But 
such a bounty encroaches upon, if it does not touch, 
that hard and fast line of demarcation which must 
jealously subsist between temporary and permanent 
bounties. These latter become nothing more nor less 
than class protection. A striking example is that of 
the English linen manufacture. In this trade, boun- 
ties to the amount of £400,000 were annually awarded 
for nearly a century. This was nothing less than 
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permanent protection. When these bounties were 
abolished, this particular industry was of sufficient 
strength to face successfully all competition. The 
question remains for how long had the national fxmds 
been annually made presents of to the lucky class of 
linen manufacturers. Undeniably vast sums had left 
the pocket of the nation for the coffers of the few. 
This evil state of things died a stubborn and a 
lingering death, because of the concomitant growth of 
a network of vested interests of varied character, 
which the very success of the industry had brought 
into being. Government aid may originate, but it 
may never perpetuate, industries. 

§ 5. Free-trade. — Athirdexemplary type of "other 
means," which accomplish the end sought by 
protection, is free-trade itself Protection seeks, 
for instance, to introduce manufacturing indus- 
try. Free-trade lowers the price of raw materials 
in a country ; and this price is the main regulator 
of the profits of manufacture ; in other words, of the 
success of manufacturing industry. Among the very 
first effects of firee- trade in England, was the fact that 
the British manufacturer was enabled to undersell all 
others in the markets of the world, because of the 
repeal of all duties on manufacturing materials. This 
repeal thus enabled the inhabitants of England to 
make use of their great natural advantages in the 
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possession of coal and minerals. In short, free-trade 
directly fostered the growth of a manufacturing in- 
dustry which had lain entirely dormant in the embrace 
of a strict protection. 

Again, protection is advocated as a means to the 
genesis in a country of its true industries. But it is 
free-trade which determines at once which industries 
are the true industries ; and it is entirely clear of those 
errors of anticipation, which must always form a large 
ingredient in the devised policies of an essentially 
fallible human nature. It is thus a safe means to an 
end to which protection is at best but a lucky means. 

History points this fact with telling emphasis. 
We have seen that in the development of a com- 
munity, protection is a phenomenon of an advanced 
stage of isolation. Thus, in the history of commu- 
nities there is a period wherein protection has had a 
lengthy reign. It has fostered and built up certain in- 
dustries. Yet for many of these other countries have 
a greater natural aptitude, and, as the recognition of 
them among other qualities of neighbouring commu- 
nities begins to prevail, so do those who personally 
prosper by these wrong industries feel that unless 
protection be preserved they will suflfer personally. In 
a word, vested interests prevent the community fix)m 
enjoying the benefits of the better natural aptitudes 
of neighbouring countries. Thus, protection has a 

o 
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teDdencj, even if to foster the right industries, in the 
same breath to neutralise the benefits of this by setting 
up cheek by jowl with them the wrong industries. 
Free-trade not only fosters the right industries, but 
it destroys the wrong, if they are previously set up. 
And, seeing that in practice economical developments 
belongs to economical history — free-trade usually 
steps in in its place as a successor to protection. 

The introduction of free-trade has however been 
opposed on this very ground. It is acknowledged 
that free-trade may be a better means to the end 
than protection — but it is advanced that free-trade 
can only come in over the fallen bodies of many 
established industries. This has been the great argu- 
ment of all first opponents of free-trada They say, 
the benefits you free-traders promise will not repay 
the destruction involved in its introduction. Such 
an argument involves an obsolete theory ; one indeed 
which fits well with the obsolete ideas of an obsolete 
age of isolation. In the realm of political economy 
as in that of the physical sciences there is not nor can 
be annihilation of force. The destruction of a trade 
or industry is, in reality, the transference of its 
economical forces to some other fonn. The actual 
body or corporation, the class or the individual, may 
even suffer extinction, but the force passes to other 
and more lucrative opportimities of usefiilness. 
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Perhaps no more notable example of this is to be 
seen than the introduction of machinery in aid of 
human labour. Hand labour at the first stands 
aghast. Prophecies are rife that with the introduc- 
tion of reaping machines the industry of the reaper 
will be destroyed. We may see this fallacious argu- 
ment still appearing in the public statements of high 
authorities. Many a time do we find agriculturists 
boasting of their labour-saving machinery ; many a 
time do we hear of the supersession of manual labour 
by machines. Yet, if we look with unprejudiced eye 
on the true state of the cause we shall find that 
human labour is every whit as necessary. The reaping 
machine does not save human labour — that is still as 
necessary as ever, but it enables it to accomplish with 
certainty what before was uncertain ; to accomplish 
with speed what before demanded much time ; and in 
every way, in short, not to do away with labour, 
but to render it more profitable in results, and 
consequently to raise its value. 

Again, when railways were first introduced into 
England, learned were the prophecies throughout the 
length and breadth of the land that an evil day had 
come upon England's horses, and that all the 
profitable industries connected with these hitherto 
indispensable animals — that horse-breeders, horse- 
food growers, post-keepers, inn-keepers, and aJ] con- 
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ceraed — ^were ruined men, whose special industry was 
destroyed. Yet in spite of these learned prophecies 
there arose a demand for horses far greater than had 
been known before : and the prices of horses rose to 
an unprecedented and previously inconceivable height. 
These learned prophets had omitted to notice that 
railways facilitated carriage a hundred-fold : and 
there resulted from this the opportunities of an 
immensely increased production. Markets were 
placed within easy reach of every district, of every 
product. The industrial force embodied in the horse 
had been driven from the industry of the carrying 
trade, but not with annihilation ; the same embodi- 
ment of force had found other and more remunerative 
employment in the economy of the State. From his 
former field of energy he had been driven by a far more 
effective competitor: but this superior effectiveness 
of energy opened up for his energies the various other 
fields in which, by the gauge of price, we find his 
energies to be more profitable than in their old place 
in firont of the slow-travelling waggon of the last 
century. 

The transference of economic force may be brought 
about either by free-trade or by protection. But in the 
one case the forces must proceed to the most profitable 
field for their energy ; in the other their transference 
is entirely arbitrary, and has no actual connection with 
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the profitable nature of the ensuing results. An 
arbitrary transference may of course be instituted on 
plausible pleas, but in its very nature it is a forced 
transference, bound in the bonds of interest foreign 
to the purpose. The horse is a type of the forces 
which free-trade sets loose ; which protection retains 
in bonds. Capital, labour, natural agencies, are ready 
to turn to their most profitable uses once free-trade 
allows of their ready transference to more suitable 
fields. But their transference is not their annihilation ; 
economic force is indestructible. 

Nor are these prognostications of the learned any 
less liable to the human imperfections of bad logic 
than the decisions of governments. Indeed, what are 
classed as '' fallacious modes of reasoning" in logic 
books seem to prevail in the " working" intellect of 
the average man with far greater frequency than the 
' * correct modes of reasoning. " Facts, practical results^ 
are the only reliable touchstones of theoretic schemes. 
And these are to be experienced in production by free- 
dom and not by restriction. Unless different powers 
be compared together who shall say which is stroligest 
of them ? The rigid protection of the Napoleonic Con- 
tinent fostered in English hands a great carrying trade. 
On the reappearance of peace and the repeal of the 
Navigation Acts, the English were found established 
as the great sea- carriers ; they had set up claims on 
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the confidence of the world in this capacity ; serious 
competition seemed beyond the hope of others. The 
English Protectionist school could not imderstand 
this prosperous result of freedom ; its existence was 
fact; and they had perforce to content themselves 
with vague prophecies of its ultimate failure. 
Sir A. Alison wrote, so late as 1852, "The 
repeal of the Navigation Laws in 1849 have given 
such encouragement to foreign shipping in pre- 
ference t6 our own, that in a few years, if the same 
system continue, more than half of our whole com- 
merce will have passed into the hands of foreign 
States." But a su£&cient answer to this is the fact 
that English shipping has increased four-fold since the 
throwing open of her trade to the competition of the 
world. The fact was that in this case England, 
through the rigid protection of others, had developed 
an industry which the open air of free competition 
showed to be the proper development of her natural 
aptitudes. Her large proportion of coast afforded 
ready to hand sea-going material in skill and muscle, 
and her geographical position aided all this. She oc- 
cupied the most eUgible site for the port of Europe. 
The long waterways of the Baltic and the Mediter- 
ranean meet in her ; and she stands out to command 
Atlantic trade. And to more distant quarter the 
Suez Canal, the Atlantic, both North and South, and 
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the coining Panama Canal are the three great routes ; 
and these again centre in England. Free-trade has 
thus brought England to her proper position. Her 
commercial greatness is the outcome of natural apti- 
tudes ; but an outcome which might never have been 
realised had the ideas of a certain school prevailed, 
and had we selfishly supposed that freedom for our 
shipping should not be permitted, seeing that it 
involved as well encouragement to foreign shipping. 

Again, Canada now takes rank as the fourth of 
the great mercantile commimities of the world. This 
is no small result to have been brought about within 
half a century. It arose under the pressure of pro- 
tection of other lands. The rising commerce of 
England when cut off from the Continent, obliged her 
to seek elsewhere for that supply of ships which Europe 
refused her. Canada happened to possess the natural 
aptitudes for the supply : inexhaustible forests ; a 
long co£Lst-line ; a seafaring and hardy population. At 
once ship-building and sea- voyaging became her dis- 
tinctive characteristics. It may be noted, too, that the 
best seamen ever come from northern climates. This 
may be in the main due to the more boisterous nature 
of their native-elements. Far more seamanship and 
hai'dihood is called out in struggling with the con- 
tinuous gales of the north than in making the most of 
the trade winds of more temperate zones. The Dutch 
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and the English and the Americans — ^fed by con- 
tingents from Norway and Sweden — the seamen, that 
is, of the more boisterous seas have acquired a vast 
supremacy in the struggle of the survival of the 
fittest at sea. Spaniards, Portuguese, Italians, Arabs 
— each at one time in imdisputed possession of the 
ocean trade — have had to yield before these nations 
cradled in the wild waves of the North seas. This 
fact has no doubt aided the Canadians to retain a 
supremacy over their brethren in the United States. 
And combined with this cause we notice the eflfect 
of that " protection in other lands" which arose out 
of the Great War in the States. 

Thus we have seen free-trade accomplish well what 
protection accomplishes ilL It follows that nothing, 
not excepting the speciously obstructive power of 
vested interests, may for one moment be allowed to 
stand in the way of the ready flow of capital and 
labour and energy to their most profitable uses by 
the means of freedom and liberty. 






CHAPTER X. 

R E C I P RO CITY. 

§ 1. One-sided free-trade — § 2. Reciprocity illogical and 
impracticable — § 3. The true statement of the case. 

§ 1. One-sided free-trade. — We have hitherto seen 
that protection is the bad and free-trade the 
good means to the end of assuring the best success 
to industrial energy. In other words, there must be 
free production and free exchange of commodities if 
the higher form of productive success is to be at- 
tained. What is known as cheap production is the 
secret and basis of industrial success. But the pro- 
ducer is himself a consumer ; and cheap production 
depends ultimately on the power of the producer to 
obtain freely and cheaply what he consumes. In 
some thoroughly scientific articles in the Colonies 
newspaper the whole case was stated with admirable 
clearness. The rationale of free-trade is most 
succinctly set out in the following quotation from 
one of these articles : — 

" The foreign producer is not the rival, but the 
** friend and benefactor of the colonial labourer and 
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" merchant ; just as the man who makes shoes for us 
" at a moderate cost does us a valuable service. A 
" shopkeeper who cried aloud that the shopkeepers 
" in other trades were his rivals and enemies would 
" be thought fit for Bedlam ; yet this is precisely 
"what the protectionist does. We buy of others 
" because we get our goods in that way more cheaply 
" and of better quality than if we were to try to 
" make them ourselves ; and the fact that we do 
" buy rather than make, is a complete proof that we 
"find a clear profit and advantage in employing 
"another man's labour for making those goods in 
" the place of our own. Buying of a foreign coimtry 
" is the same identical process with buying in 
" shops in our own country. All trade, of whatever 
" kind, large or small, across the street or over the 
" ocean, is nothing but an exchange of goods of 
" equal value. It knows of nothing else but the 
" things exchanged ; it is profoundly unconcerned 
" with geography, nationality, or any other idea than 
" the worth of the things exchanged. In every act 
"of trade — and every purchase, even of a penny 
" roll, is an act of trade — ^both sides gain : each 
"prefers the goods he receives to those he gives 
** away. The colonial purchaser of European manu- 
" fixtures finds that it is more profitable to him to 
" make colonial goods to send over to Europe in 
" exchange, than to manufacture them for himself. 
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" He sets to work on those articles which he feels 
" he can produce more efficiently and more cheaply 
" than the European ; he spends less time and cost 
** on them than he would have laid out on manu£ac- 
" turing the European goods. " But there remains the 
grave question, Is this desirable free-trade possible in 
the world of to-day ? Do these other shopkeepers in 
other trades act to us as rivals or as friends. Is it not 
rather a fact that we, the shoemakers, find the bakers 
willing indeed to sell us their bread, but obstinately 
set upon making their own shoes as best they may ? 
In England during the transition period from pro- 
tection to free-trade it was acknowledged that there 
must necessarily be two parties to any system of real 
free-trade. This latter system came in in 1846 on 
the expressed basis that " The commodities of other 
countries are clearly as usefiil to us as they can 
possibly be, whether other countries get paid for them 
directly, by giving reciprocal freedom to our English 
goods, or prefer to let the account balance itself in 
some of the thousand indirect methods which consti- 
tute the untold resources and the new power of 
modem cosmopolitan commerce." It has, however, 
been objected that in this use of the term " cosmopo- 
litan commerce" there is impUed the fact that the 
whole world is acting on the principles of this free- 
trade. Provided all the shopkeepers abide by the 
truths of division of labour, and each produce alone 
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his special class of commodities^ no doubt there will 
reign a true cosmopolitan commerce, whether the 
baker gets paid for a week's bread with a pair of 
shoes, or whether he receives the ten shillings which 
the butcher has paid for the shoes. But if the baker 
determine to make for himself inferior slippers and 
to feed inferior mutton in his back-yard the com- 
merce of the commimity wiU not proceed on the 
same or similar principles. 

K we are to continue to be supplied by others 
we must supply them ; and if we are to continue 
to supply them they must continue to supply 
us. If we supply others we hand over to them 
what is to us the result of our labour : we give to 
them so much of our own "stored work." If they 
supply us they give to us so much of their own 
'•'stored work." But the fiind of "stored work" 
to be drawn upon depends on the proper activity 
of productive industry. We may buy provisions 
from America with our cutlery — but we can only 
continue to do so so long as we continue to produce 
cutlery. A coimtry may be possessed of an enormous 
fund of this " stored work" of capital With this 
fund it may for a long while pay for the enjoyment 
and use of the " stored work" of other lands ; but in 
the end this fund must disappear unless it is re- 
plenished by continued exertion and productive in- 
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dustry. The one condition of this continued industry 
is the fact that its commodities will be taken in 
payment by those who supply the other wants of the 
producer. Unless this is the case the producer is 
proceeding on a course which can but end in the 
impoverishment of himself and the enrichment of 
those that supply him. He will merely transfer to 
them gradually the whole of his stock of "stored 
work" without in the meantime filling its place with 
other wealth. So is it with nations. We may 
profitably picture the case of one nation living in a 
community of nations among which it alone adopts 
the principles of real free-trade. The other rigidly 
protectionist nations supply it with greater facility 
than it can supply them. This lesser facility — on its 
part implies a greater expenditure of " stored work" 
of wealth — in payment of what it is supplied with. 
And in the end it might be supposed that this nation 
would be impoverished, and all the other nations 
share the enriching division of its own original fund 
of " stored work." 

If we look to these features alone we should at 
once conclude that a free-trade policy is fatal for a 
nation so circumstanced. But history tells a dif- 
ferent tale. England was so circumstanced from 
1846 to 1876 ; and yet England became enriched to 
a far greater extent and with far greater rapidity 
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than the surroundmg protectionist States. The 
fact is that free-trade favours and protection hampers 
production. The free-trade nation obtains more of 
what it consumes for the amount of " stored work" 
it pays away than does the protectionist nation. 
And much of what it consumes of food and raw 
material is a direct energiser of its productive 
capacity. The " bounty fed" sugar of France under- 
selling Bristol sugar in the English market, raises all 
workmen's wages throughout England. But the tax 
on English iron entering Germany lowers all work- 
men's wages throughout Germany. A day's labour 
will purchase four pounds of sugar at 6rf. per lb. ; 
but it will purchase eight pounds of sugar 3rf. per lb. 
A day's labour will purchase one hammer for Xs, 6rf., 
but it will purchase two if iron is so cheap that 
hammers can be made at half that price. Again, free 
trade increases indefinitely the area of supply, and so 
the steady income, and rehable quality of all the 
manxifacturers' and the consumers' needs. It is only if 
we omit to notice the fact that free-trade favours and 
protection hampers the proper activity of productive 
industry that we can bring ourselves even to face 
the qu^tion of discussing protection in the same 
breath with free-trade. Reason and experience prove 
free-trade to be an unmitigated blessing : and show 
that this is the case even in its very partial and semi- 
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fulfilled application to one free-trade nation existing 
in a community of protectionist nations. 

But people are blind to these facts, and they 
become specially liable to this blindness in seasons of 
commercial depression. We want peace and confi- 
dence, let us say, in South Africa : to establish this 
we are told, we must go to war. Free-trade is a 
blessing : But to establish this we must adopt pro- 
tection. In either case it is a question of balance. 
If the war cost 20 million sterling, but yield, in 
increased production, 200 million, the war is econo- 
mically a justifiable means. But when have we 
any guarantee that protection can achieve a similar 
balance? The question is indeed much discussed 
under the plea of the introduction of reciprocity. 

§ 2. Reciprocity illogical and impracticable. — What 
then is the nature of this reciprocity, this substitute 
that is proposed as the efficient, because the only 
possible, means of securing all the advantages attain- 
able in a free-trade direction, when free-trade itself 
can only be one-sided. Its supporters, in common 
with all advocates of the application of any theory, 
lay claim to the title of common sense for their theory. 
If common sense be anything more than an unmeaning 
name it is that natural sagacity which combines fact 
and theory aright : consequently to say of a theory 
that it is a common-sense theory is to assert of it that 
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it is in true accord with right practice. The base of 
reciprocity is to do to others as they do to you : free- 
trade for free-traders ; duties for those that impose 
duties. There is a taking simplicity about this theory 
which commends it readily to that large section of 
public opinion which for want of time and knowledge 
mistakes semi-informed and thoughtless conclusions 
for common sense. We are told this theory is the com- 
mon meeting ground of the free-trader and the pro- 
tectionist. And those who agree with Bastiat that 
reciprocity is merely a form of inconsistent protection 
are met with the rebuflf that it is in reality merely a 
form of inconsistent free-trade necessitated by peculiar 
circumstances. If we endorse Adam Smith's declara- 
tion that by adopting a policy of retaliation "the 
sneaking arts of underling tradesmen are thus erected 
into political maxims for the conduct of a great 
Empire/' we are met by the retort that, in days 
when free-trade is impracticable, it would seem true 
that great Empires are composed of underling trades- 
men, and must mould their policies accordingly. 

Again, some advocates of reciprocity point out that 
Adam Smith himself admitted that if a foreign 
government, by granting bounties or by prohibiting 
the admission of the products of another country, 
interfered mth free-trade, to that extent the country 
whose trade was injured was absolved from the 
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doctrine of non-interference. No doubt the country 
thus treated is absolved so far as the equity of the 
case is concerned ; but this is a very different thing 
from saying that it is absolved so far as the economy 
of the case is concerned. It is no doubt true that 
were France to prohibit the admission of the products 
of England into France, England would have equit- 
able justification in refiising to admit French goods. 
England would have right on her side; but she would 
not have reason. She would simply be depriving 
herself of much that she needed, because Frenchmen 
chose to follow a similar suicidal course. 

There is much kindliness about reciprocity ; it is 
not always retaliatory. Friendly discriminating 
duties have been imposed by two or more commimi- 
ties in favour of one another : and this of course 
necessarily includes the exclusion of all other com- 
munities. Such results prevailed in the latter stage of 
the old-world colonial policies — when the great end 
sought was the monopoly by the mother-country of the 
whole trade of her colonies. In reality this was an un- 
conscious tribute to the benefits of firee-trade ; a modi- 
fication by way of protest, of harsh protection. The 
markets of both mother-country and colony were so 
far circumscribed ; both demand and supply were arbi- 
trarily interfered with. The real result of this policy 
was that the mother-country and the colony each 
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consented to forego much possible profit in order that 
each might enjoy a certain little. The mother- 
country and the colony, by confining their intercourse 
to themselves, no doubt shut out the products of 
other countries ; at the same time they closed to 
themselves not only other foreign markets for their 
own products but also other and probably better 
sources of supply of the raw materials and other 
necessaries of consumption. Such policies could be 
rightly based on but one plea; and this was that 
foreign markets not only would be, but actually were, 
closed against them by agencies over which they had 
no control. It was held that the policies regulating 
foreign markets were such as to render the possible 
larger profits of a more generous' policy of so proble- 
matical a nature that the certain little gained had a 
higher actual value. This historical phase of the 
question readily demonstrates that human nature 
strives to secure assured opportunities of exchange, 
even upon most adverse conditions. 

In such instances reciprocity is seen to be set up as a 
means of escape firom protection ; but it is seen at once 
to possess the spirit and body, even if not the form, of 
protection. It is simply a plausible system which under 
a veil of equity conceals the nakedness of a vicious 
system. If we tear away this veil we find that restric- 
tions are placed on the entry into one country of the 
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products of some other, in order that similar products 
may be produced in that country. This is naked pro- 
tection. And it induces all the obvious evils in its 
train. It courts retaliation : and by its means an in- 
dustry is fostered, and by the same act the markets 
for the commodities of the industry are closed. 
Before the union, Ireland thus protected her industries. 
England was driven to retaliation, and confined Irish 
commodities to the Irish market ; glut was the result ; 
supply exceeded demand ; and widespread ruin and 
waste ensued. 

But though reciprocity is protection, it is necessary 
to bear in mind a class of duties which public opinion 
often wrongly classes with those imposed for the pur- 
poses of reciprocity. There are duties, discriminating 
directly between home and foreign productive energy, 
which are not protective ; and for the reason that they 
are imposed for purposes of revenue alone. Thus a 
duty is laid on the importation of a foreign commodity 
because of the existence of an excise tax on the home 
production of the commodity ; otherwise would the 
untaxed competition of the foreign article have no 
other efiect than the destruction of the home industry, 
for the sole reason that it was burdened with the 
task of supplying revenue. If a brewer pays a tax on 
the malt he uses it is obvious that if a foreign brewer, 
contributing no malt tax to the revenue, is allowed 
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to compete without let or hindrance, the native 
brewer can no longer brew. The rationale of this 
policy has been much questioned. Ricardo declares 
such a duty to be little else than a bounty paid to the 
foreign producer by the home consumer. If such a tax 
is set on bats the foreiffn manu&cturer obtains the 
.^ market pric^ aJin addition he pa^ 1^ e«- 
trance into a new market with the addition to this 
price the local duty rendered necessary, and which is 
paid by the local consumer. But these duties do not 
preserve or foster an industry ; they simply enable 
revenue to be raised from such sources as can best 
provide it. Indeed, if it may be said of them that 
they foster any industry, it is that of the foreign com- 
petitor; and by introducing such competition the 
consiuner should be benefited. 

Duties imposed for purposes of reciprocity, on the 
other hand, discriminate between articles of foreign 
and home production, for the express and avowed 
purpose of fostering the home production. But there 
are two types of reciprocity. The one type is a naked 
eviL It simply seeks to save from the natural and 
wholesome doom of open competition some industry 
that has shown itself inferior to that of the foreigner. 
This is simply to establish a poor-rate for the sup- 
port of certain unprofitable workers. The citizens 
at large contribute from their hard-won profits to 
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make up the deficiencies of a few of their number, 
who are devoting their energies to work that does 
not "pay." The other type has much more plausi- 
bility on its surface : it is based on the argument 
that when a foreign country gives to its own pro- 
ducers unnatural advantages men must take some 
means to counteract the evil effects of this action 
of outsiders on their home production. 

But this is to ignore the fact that such imnatural 
advantages, and they are specially designated un- 
natural, must in the end bring upon themselves their 
own destruction. And this destruction must come 
upon them with greater speed than the indirect 
effect of their competition on industries flourishing 
under truer or more natural conditions. Such is 
the undoubted logic of the question ; and such has 
been the teaching of experience. The thinking com- 
munity will notice the existence of hostile tariffs, 
but it will say with Carlyle, " hostile tariflfe may arise 
and shut us out, but they will fall and let us in.'* 
Times of commercial depression teach the worthless- 
ness of protected industry by the fact of the far more 
intense distress which prevails in lands where protec- 
tion rules than in those presided over by free-trade. 
All authorities set down the distress in England from 
1839-42 as ten times greater than that suffered in 
the conunercial depression in 1877-9. And there is 
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no doubt but that policies of restriction raise prices 
and curtail supplies, while more liberal policies have 
an exactly opposite result ; and low prices and 
abundance of supplies are the main instincts to the 
alleviation of commercial depression. 

Reciprocity involves much difficulty of collection, 
Especially in the task of discriminating the origin of 
commodities. Trans-shipment in foreign countries 
may bring goods through clear of harsh duties. And 
again, reciprocity involves much treaty work and con- 
tinued revision. This would impose upon trade a 
most ruinous uncertainty ; and would bring the pro- 
ducers of each country most directly under the local 
political struggles of distant lands. These difficulties 
have been found to operate with sufficient evil eflTect 
even when only one country imposes duties ; and 
these difficulties become doubly complicated when 
two countries are involving themselves in rival 
duties. 

The great defence of reciprocity rests on its being 
a practicable alternative to impracticable free-trade. 
But that it is practicable or in any sense an alter- 
native, has yet to be shown. Free-trade has come into 
most profitable existence ; the sole complaint, even of 
the advocates of reciprocity, is that free-trade is not 
universal. The very success of free-trade seems to 
generate opposition rather than belief And some 
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advocates of reciprocity base their advocacy 011 the 
hope that reciprocity is the means to instilling a 
beUef in free-trade. They have not yet shown cause, 
however, why a nation which has enjoyed unparalleled 
success, and which has passed through great com- 
mercial depressions with far less misery and distress 
to itself than that endured by other nations, should 
turn aside from the prosperous course, on the vague 
chance of attracting others to follow a course from 
which it has itself turned aside. 

§ 3. The true Statement of the Case. — Lord Lytton's 
Mr. Caxton gives us an able disquisition on the " life 
integral" and the " life fractional :' the one being 
that portion of life we spend altogether on ourselves, 
and the other that seized upon and invaded by 
other people. It is in the " life fractional" that man 
becomes of direct use to his fellows. So with States, 
their highest economic value is in their **life frac- 
tional ;" where that is, in other words, they com- 
bine with other States in energising production. But 
such a life is only possible provided other States live 
also lives fractional. For, if they shut themselves up 
in themselves, however much we may deplore the 
waste of human opportunity, it avails nothing 
for us to hold ourselves free and ready to combine. 
The last thirty years have no doubt advanced nations 
far along the road that leads away from the stage of 
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national isolation ; they are fast realising the attain- 
ment of the idea that they are members one of 
another. But they fail to act up to this idea. 
Absolute free-trade will become fact when all 
nations live lives fractional and not integral And 
at a stage when the tribes of the world are guided 
by a ruling spirit of integral selfishness, absolute 
free-trade is not to be looked for. But in such a 
stage, when there is, too, every sign of a transition 
period being in active progress, there need be no 
despair of an increasmg partial free-trade. The 
secret of productive success is that man be supplied 
fix)m the largest surface possible. And this is the 
true basis of all commercial policy ; proceeding 
indeed on the lines of free-trade, but neither hoping 
for nor expecting the perfect results of a universal 
free-trade, when partial free-trade is all that is 
possible under existing conditions. The nation is 
forced by environments to live a "life integral" in some 
cases, but in all others, whenever and wherever 
possible, the best commercial policy will invite others 
to join with it in a world-wide "life fractional" 
Jieciprocity is the sign that man haa reached a stage 
when he is consciously dissatisfied with the restric- 
tions of isolation, and when he is in the transition 
stage from protectionism to free intercourse, from 
isolation to combination. 
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CHAPTER XL 

THE TBUE CAUSES OF CX)MMERCIAL DEPRESSIONS. 

§ 1. Real Relation of Cause and Effect— § 2. Fallacies concerning 
Commercial Depressions — Morbid view of the present and of 
the future ; Special cases given too much prominence ; Dis- 
trust in Scientific Knowledge is engendered — § 3. The true 
causes of Commercial Depressions; i. Waste of Capital; ii. 
Waste of Labour; iii. Failure of Natural Agencies ; iv. Closing 
of Markets ; v. Glut of Markets. 

§ 1. Real Belatian of Cause and Effect — Com- 
mercial depressions axe recurring phenomena.. All 
communities of civilised men have felt their weight. 
And they are perhaps, of all other instances or 
examples, the most explicit and clear concerning the 
relation of so-called cause and eflfect. We have 
mapped out for us by history the tale of many a 
commercial depression. And, if we illustrate each 
present instance by the examples of the past, we are 
led to the conclusion that a commercial depression is a 
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mere sum-total of conditions in a state of simul- 
taneous existence. Yet we find numerous authorities 
entirely misled by following a course piloted by 
those who maintain eflfect and cause to be a relation 
of sequence, of antecedent and consequent. Such 
pilotage invariably leads us to confined channels, 
where each man's special horizon is bounded by his 
immediate^environments. In such case one theorist 
will hold that commercial depressions result from 
firee-trade ; another will substitute *' protectionism" as 
the cause consequent on which follows depression. 
Or, again, we have the politician, taking modem 
instances, who tells us our latest depression is the 
consequence of reckless expenditure of the party 
in power. Yet others, looking round within the 
walls of their manufactories and warehouses, tell us, 
" All this has nothing to do with policies or politics, 
it is simply that we producers have been producing 
too much, and the consequence has come upon us of 
widespread commercial depression." 

It is this temporal idea, adopted to explain 
phenomena, which, not imnatm-ally, glamours even 
acute intellects. The mind that has set itself to 
think out that bone of contention, "time," will 
acknowledge that time is ultimately the creature 
and the tjrant of man. Yet few have given the 
necessary power of thought to remembering, in the 
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every-day events of life, that time is for human beings 
nothing more than a mere method by which man's mind 
in its present stage of expansion finds it can agreeably 
account for much that it experiences. And this pro- 
visional method is the reality pressed beyond its due 
limits ; and made to embrace many phenomena merely 
included in it for the sake of popular convenience. 
The mind recognises the pain of placing the finger in 
the flame ; the act of placing the finger in the 
fire and the act of feeling the pain are each of them 
phenomena which the mind habitually connects with 
the idea of time. But chained in its habit of 
thought, the mind is led astray to hold that the 
pain was consequent to placing the finger in the 
fire. The child will be told — ^your finger will be 
burned if you put it in the fire ; and with excusable 
confusion of thought the child argues — such efi*ect 
will follow such action. Very little thought suffices 
to explain that there was no interval, even of this 
so-called time. How does this efiect of a burnt 
finger come about ? Take the finger of a live 
human being, the mind of the same himian being, 
matter in condition of combustion ; combine these 
three, and there will exist ipso facto a burnt finger. 
The efiect is there, then, and at once. We can say 
the finger would not have been burnt till the finger 
was put into the flame. And the popular expres- 
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sion may be correct enough that the pain of a burnt 
finger is caused by putting your finger in a flame. 
Yet if we would prevent this pain, this " time" ex- 
planation is at once seen to be insufl&cient. We 
must influence the mind with the fact that a 
portion of the human body attached to a human mind, 
placed within matter at a certain temperature, is then 
and thereby put in pain. And all the mind has to see 
to is the avoidance of such a combination of conditions. 

Again, it may be asked, if effect is only consequent 
on cause, when does the one begin and the other 
end ? Where is the line of demarcation between the 
cause of putting the finger in the flame and the effect 
of " pain." So is it with commercial depressions ; we 
must seek what conditions in combination constitute 
the effect so named. It is this view that alone can 
tell us the actual diagnosis of the evil. When we 
know those conditions, the sum-total of which actually 
is the effect, then can we, each one of us in our 
sphere, so group these conditions that the effect shall 
never be in existence. 

Instead, then, of seeking a temporal relation of 
cause and effect, we turn to the more satisfactory 
inquiry what is commercial depression. We shall see 
that commerce is the sign of the presence of ener- 
gised productive forces ; and that commercial depres- 
sion means that men expending new work and stored 
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work on the varied bounty of Nature are unable duly 
to profit by their exertions. Proceeding more into 
detail, history will t.ell us that the conditions of this 
state of things are continually shifting and different. 
To superficial notice one commercial depression looks 
very like any other ; so much is this the case that 
many authorities hold they proceed in cycles. To 
this argument much colour has been lent by the fiujt 
that one great condition of productive success is the 
kindliness of Nature. Many observers deem they 
have sufficient evidence to prove that the rainfall on 
this earth has, at all events for some time past, in- 
creased and decreased in eleven years' cycles. Aus- 
tralia, where wool-growers feel most keenly droughts 
and rains, is a most prominent witness to the truth 
of this contention. Others, again, point out that the 
sun-spots vary in quantity by the same periods. And 
though we may not see our way to asserting that the 
quantity of rain is the measure of commercial success, 
yet we can remark with much certainty that the 
abundance or the want of rain has a very great deal 
to do with the productive energy of certain commu- 
nities, occupjdng certain parts of the earth's surface. 
But, this cyclic tendency is, we can see, only one of 
the conditions whose co-existence means commercial 
depression. A certain state of the sun's envelope 
does not cause commercial depression ; but there is a 
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tendency for commercial depressions to assume a 
cyclical period, because of the fact that one of the 
conditions of which they are made up has, in humaa 
experience, a cyclical periodicity. 

§ 2. Fallacies concerning Commercial Depressions. — 
There is every reason then to clear the ground of 
many illusions and fallacies which, on a first view, 
cumber a soil fit in every way for more useful growths. 
A vigorous crop of fallacies is the inevitable accom- 
paniment of commercial depressions ; and this crop 
hides from cursory view the real features of the casa 
Thus it is in the very nature of human beings, when 
" bad times" arrive, at once to find fault with their 
actual surroimdings. At such times loud cries are 
raised, declaiming against the commercial policy that 
happens to prevail at the time. Free-trade is the 
scapegoat in 1879, just as protection was in 1846. 
Eeciprocity and protection again in 1879 found advo- 
cates in free-trade England, as they did in the " bad 
times" ten years before. And then men are only too 
apt to mourn over their personal miseries, omitting al- 
together to notice that other communities are equally 
or even more burdened. Thus is it that in free- 
trade England men cry for protection as a remedy, 
but do not go afield to learn that protection has done 
&r less to mitigate or prevent " bad times" in other 
laads then free trade has in England. As Mr. Bright 
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wrote to America, " in * bad times' there are alwajrs 
quack doctors ready to prescribe for the sufferers a 
coui^se of protection, as though it had never been 
tried and discarded in England long ago, and as if 
it had been found a successfiil specific in other 
countries. " 

Again, in many of these fallacies there is a strange 
misregard of the teachings of the past. Commercial 
depression acts on the political brain much after the 
fashion of the liver on the physical. It appears to 
induce morbid and melancholy views of the present 
and the future ; views utterly at variance with actual 
fact and actual experience. Thus, in all depressions, 
far too much heed is given to the cry that the coun- 
try is obviously on the downward road to proximate 
failure and ruin. This cry, no doubt, becomes a 
salutary check on thoughtless or reckless productive 
energy ; but it has little to do with the real condi- 
tions of the phenomena of commercial depressions. 
If people in England in 1879 studied facts, they 
would discover that England had actually gone ahead 
instead of fallen back, according to the usual fore- 
bodings of ill. Productive progress in England, as 
in other countries, proceeds in waves of profitable 
energy. Comparing dates when the wave was either 
high or low, we get at fiaxjts that show distinct, steady 
advance. But, if we compare dates when the wave 
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was high with those when the wave was low, we 
may come to most disheartening conclusions ; but 
these conclusions are far removed from the truth. 

A morbid view is often induced by a prejudiced 
study even of statistics themselves. In England, in 
1879, men found that there was a falling off of 30 
per cent, in the imports and exports. They forth- 
with embraced despondency. But with less pre 
judiced eye, it was pointed out that with this fall in 
values there was no concomitant fall in bulk. And 
quantities exchanged are a truer index of industrial 
status than values exchanged, seeing that the bulk 
is real, but the value merely set out in nominal terms, 
and liable to a vast variety of fluctuation. It is 
obvious that the using statistics which are set out 
in the terms of money-values and not bulk, vdll 
lead to most erroneous conclusions if the mind is 
morbidly blind to the fact that prices have changed. 
And in times of commercial depression this fall of 
prices will be expected by those who attend to ex- 
perience. In 1850 and again in 1868, as in 1879, there 
was a great fall in prices. But prices fall or rise from 
a multiplicity of causes, some of which are intimately 
connected with the phenomena of '*bad and good 
times ;" while others have but little direct connection 
therewith. Of this latter class is the appreciation 
or depreciation of the precious metals ; this is a 
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fluctuating, uncertain, and temporary condition, which 
must only be taken into account when it actually 
exists, but which is by no means the only basis of 
price. Again, good harvests, improved production, 
improved facilities for and freedom of exchange — 
these phenomena of good times — all lower prices. 
Whereas such phenomena of bad times as over- 
speculation, extravagant competition, or over-pro- 
duction, likewise lower prices. Thus the money- 
values of statistical reports prove most misleading 
guides, unless real values be attended to at the time. 
And statistics rightly viewed are invaluable. When 
the appeal came from the sugar industries in Eng- 
land against the invasion of French competition, it 
was deprived of its whole force by the statistical 
fact that there was no diminution in the amount in 
the market of sugar manufactured in England. 

Again , a morbid view is taken of the fiitura English- 
men, for instance, see that the United States in 1858 
drew nine-tenths of their manufactured articles from 
England; and in 1879, Americans not only manu- 
facture for themselves, but export largely. Thence 
they argue that England is on the downward road to 
ruin : they forget that, at the worst, it is only the 
closing of one market to Englishmen ; and of a market 
that must eventually re-open, or Englishmen will not 
be able to pay for what they take. If England 

Q 
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possesses natural superiority or special aptitude in 
any division of human labour, this must eventually 
assert itself; aud that she does possess this is seen 
by her steady progress on the average. 

Many of these morbid views are due to the fitct 
that men, in times of depression, have a tendency to 
confine their view to their own one class of produc- 
tion. For instance, sugar-refiners are loud in their 
complaint that the French bounty on sugar, though 
it is paid by the French taxpayer and finds its way 
into the pocket of the English consumer, is, never- 
theless, damaging to the British sugar industriea 
No doubt this action of foreign nations, like bad 
seasons and other causes, does occasionally cause 
great damage to some specified industry. But in 
times of distress these special cases arrogate to them- 
selves all attention. People go astray following the 
adage, * ' ex uno disce omnes, " And in bad times much 
countenance is given to these suspicions by the fact 
that commercial energy is so complex in its ramifica- 
tions that one 'trade can hardly suffer without affect- 
ing in somp manner other trades. Yet it must be 
borne in mind that different industries depend for 
success on entirely different conditions, and that, there- 
fore, if one industry is very much oppressed, there is 
reason for hoping that others must be prospering in 
proportion. Agriculture, for instance, depends inti- 
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mately on the weather and the seasons ; a succession 
of bad years inevitably diminishes profits in this 
particular industry ; but, at all events in England, 
over-production or undue increase in the power of 
production are not cauAes which could ever cause 
depression in agricultural industries. The precise 
converse is true of such an industry as that of cotton 
manufacturing. Actual weather has, nor can have, 
nothing to do with its success : over-production may 
completely ruin it. Thus, conditions that engender 
a too active production, aid the one if they inj\ire 
and kill the other. There are industries, again, 
which depend entirely on the amount of capital that 
is invested in them. The iron trade is intimately 
connected with capital. Thus, in times of war, 
States do not set about inciting capital to be spent 
on various productive public works. Again, in times 
of distress, individuals are loth to invest *^ fixed 
capital. " And yet it is with the supply of machinery, 
of railways, of ships, that the iron trade is chiefly 
concerned. Moreover, in times of inflation, plant is 

erected firequently in excess of actual requirements, 
and for all these reasons the iron trade suffers, and 
even continues to suffer, after other trades have 
recovered — until productive energy has again re- 
covered itself so far as to employ all plant already in 
existence, and so to require renewed supplies. 

Q 2 
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To argue, then, that because of the fact that the 
iron trade is depressed everything else is, is not 
consistent with a true explanation of facts. Yet is 
it tempting to the morbid views of bad times thus 
succinctly to explain matters. That three or four 
large industries should suffer in particular and con- 
comitantly, is a necessary accompaniment of comnaer- 
cial depression ; but that they all suffer from the 
same causes is evidently far removed from the truth. 
Nor may it be forgotten that in manufecturing 
coimtries there are endless productive energies at 
work, most of which are affected in the most indirect 
and slight manner by the depression in others. And 
it is this fact which is the reason that a country of 
energetic industry always pulls through periods of 
depression "with astonishing ease." 

Another reason of this is often lost sight of. The 
panic, created by periods of crisis, does insure the 
saving of capital. Caution is then readily instilled. 
The failure of the City of Glasgow Bank will save 
millions of money from the risk of unlimited HabUity 
investments. Again, thrift is greatly encouraged in 
times of depression. Not only are palpable evidences 
given of its benefits, but the consumer enjoys the 
one-sided advantage of exceptionally low prices. 
The glut in the market, which often Hes at the 
foundation of the depression, allows the consumer 
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to reduce his expenditure, owing to the fall in prices. 
This renders thrift possible, and this means that 
capital will accumulate ready for investment when 
dull times pass away. Thus there is a tide in pro- 
ductive energy. Over-sanguine production floods the 
market with a spring-tide of commodities, and there 
is a consequent ebb running in its violence below 
average tides, but gaining thereby an additional 
impetus to bring the waters forward again towards 
prosperity. 

Men, in times of depression, are liable to cry out 
against the words of the sages. Lord Dufferin, in one 
of his speeches, eloquently consoles colonial governors 
who are attacked by local politicians. " Sometimes, 
no matter how disconnected his personality may be 
from what is taking place, his name will get dragged 
into the controversy, and he may suddenly find him- 
self the subject of criticism by the press of whatever 
party may for the moment be out of hiunour ; but 
under the circumstances he must console himself 
with the reflection that these spasmodic castigations 
are as transitory and innocuous as the discipline ap- 
plied occasionally to their idol by the unsophisticated 
worshippers of Mumbo Jumbo when their harvests 
are short or a murrain visits their flocks." So, too, 
in times of depression, we hear that political economy 
is all theory, and that however good in the abstract, 
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it is all vanity and vexation in the concrete. 
Assuming Mnmbo Jumbo to be an anthropomorphic 
presentation of the powers of Nature, we can set 
down his treatment by his worshippers as simply due 
to the fiw5t that he is the impersonification of their own 
ignorance of the powers of Nature. So, too, when 
political economy is declared to be no better than a 
blind leader of the blind, this castigation can readily 
be set down to the ignorance on the part of her 
assailants of her actual character and nature. 

Such are some of the types of fallacies that spring 
up with a mushroom-like vitality in times of depres- 
sion, and though they have their uses they must 
never for one moment be allowed to cloud the view — 
that is, to survey the whole conditions and so strive 
to accoimt for " bad times ;" and in so far as possible 
rob depressions of their sting. 

§ 3. The true causes of Commercial Depressions. — 
We turn then briefly to group the actual conditions 
which, when in unhealthy conjunction, become com- 
mercial depressions. We may group under five heads 
these conditions, under any one or more of which 
productive energy becomes improfitable— or, in other 
words, man's attack on Nature no longer repays him 
for his exertions : his expenditure of " stored work" 
diminishes instead of increases his store. 

We shall discover these conditions group them- 
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selves naturally round the three factors of productive 
energy — capital, labour, and natural agencies. And it 
may be observed that in regard to capital and labour, 
the conditions may be described as national in origin 
and eflfect, whereas in regard to natural agencies and 
the fiirther results of supply and demand, the con- 
ditions are better described as international in origin 
and effect. The five groups taken in order will class 
themselves as : — ^L Waste of Capital ; ii. Waste of 
Labour ; iii Failure of Natural Agencies ; iv. Closing 
of Markets ; v. Glut of Markets. 

L Waste of Capital is primarily a national error. 
The stock won from Nature, and which remains the 
prime lever of fiiture productive exertions, may 
either be destroyed by a faulty system of action, or 
it may be tied up in a napkin and laid away hidden 
and useless. The actual destruction of capital arises 
under vicious systems of industrial or commercial 
endeavour. Thus the German iron trade was given 
extension with a supreme disregard of the fiiture. 
No notice was taken of the fact that other countries 
boasted undeniable superiority in natural agencies 
and aptitudes. For instance. Great Britain enjoyed 
such advantages as superior quality of ore, superior 
quality of coal, absence of compulsory military 
service, great superiority of communications, home 
and foreign. And yet, in the face of all this. 
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Germans invested capital as though Germany were 
to become the iron-shop of the world. And the 
fated consequence followed. Of thirty-two companies 
floated with these views, representing a capital of 
£16,000,000, in a few years only six paid any 
dividend whatever. It is not difficult to see in this 
case a gigantic dissipation of capital : a vast mass of 
plant, machinery, buildings, training, and, generally 
speaking, expensive exertion is for the most part 
simply annihilated. 

A. similar waste of capital arises from a vicious 
commercial system. An instance of this is seen 
in that unwholesome Eastern trade, which, arising 
out of abnormal financial faciUties, led such firms 
as that of the Collies to transactions of an apparently 
reckless character. Or, again, it is seen in the undue 
spirit of speculation which results often in " good 
times" especially, amcng the younger commercial 
houses. Such are tne business systems which 
proceed on the principle of large profits and large 
risks ; for in such, when the risks predominate, 
actual waste or annihilation of capital results. Such 
was the reckless enterprise which led to the financial 
crisis in the United States in 1873 ; and brought 
about the gigantic failures of Jay Cooke, and others. 
Of older date are the South Sea Bubble episode and 
numerous othej: instances of profligate waste of 
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capital on perfectly worthless, and indeed visionary 
undertakings. 

Times of inflation lead to waste of capital in in- 
creased or extravagant domestic comfort, in the 
growth of luxiuy , as well as in the too great impetus 
given to speculation and enterprise. 

The very conditions of " good times"— increased 
production and increased facilities of exchange — 
lead men to that abnormally active use of capital 
which can only force men to outrun their strength, 
and so to court the eventual destruction of much 
of this capital Times of depression no less drive 
men to an abnormally active use of capital by means 
of the reckless desperation they often engender. 
Thus there is much reason for the vigorous manner 
in which England, of late years, has sent out her 
" stored work" to other lands in the shape of loans. 
Much of this went out in actual " stored work ;" 
and though it is true that a great deal was repaid 
by actual work in England in the construction of 
ironclads and locomotives and rails, nevertheless 
a vast proportion of these loans actually left England. 
A vast amoimt of the " stored work," that resulted 
from the favourable productive opportunities which 
culminated in the year 1873, found its way to North 
and South America, to Turkey and to Egypt. A 
vast proportion of this stored work has been simply 
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annihilated, and represents merely so much capital 
wasted. And it must be fiirther remembered that 
this wasteful employment of capital gave a fictitious 
activity to certain branches of trade and commerce. 
A large carrying trade of locomotives and railway 
material sprang into being; vast colonies of labourers 
were started along the wilds that the railways were 
to traverse. And much of the result of all this 
labour " will not pay ;" and vanity and vexation and 
waste are all that remain. It is said that English- 
men have contributed one hundred millions sterling 
to railways in America that pay but insignificant or 
nominal dividends. This represents an enormous 
amount of "stored work" simply dissolved into its 
original elements ; an enormous amount of wealth 
dug out of the earth and buried again in the soil it 
came from at so much dead loss. Capital is simply 
the possession of value-in-exchange, but the usufiiict 
of this possession is conditional on this value-in- 
exchange becoming value-in-use. This value-in-use 
may have two issues ; the one developing, and the 
other destroying the continuation or reproduction 
of the value. In the one case there is annihila- 
tion , in the other recuperative fertility ; in the latter 
case capital is used, but in the former capital is 
wasted. 

Capital is wasted when it is laid uselessly by. 
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Capital includes all the profits of man's " attack on 
Nature" which are laid by for fixture use. But the 
longer capital, in this acceptation, lies by idle, the 
longer is the world of production deprived of so much 
of its main instrument to success. Capital, imder 
the control of men's minds, may be wasted when it 
falls to the charge of excessive caution or dull 
stupidity, no less than when it is squandered by 
criminal speculation. In either case its produc- 
tive use is denied to man ; and to such degree is 
man disabled in his making the most of his industrial 
opportunities. In times of commercial panic or of 
war, much capital is thus abstracted from profitable 
existence. 

ii. Waste of Labour is another of the errors con- 
fined within the national fi:ontier. This waste may 
take a variety of forms ; on the one hand we may have 
unproductive labour, and on the other we may have 
deleterious abstention firom necessary labour. Un- 
productive labour is that which fails to increase or 
even to maintain the fund of " stored work" that 
man accumulates by his exertions ; and which enables 
liim to triumph over his environments. All labour 
that diminishes this fimd is improductive ; but it 
is a fund of stored work, an accumulation of the 
results of productive labour. And in the absence of 
these results, and they must be absent when labour 
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is absent, there is also an inevitable drain on this fund 
of " stored work," an inevitable diminution in this 
accumulation of the results of productive labour. 
This fiind is not equally shared in by the individuals 
of the human race. Man, as being the sum total of 
his antecedents, finds himself with a sufficiency of 
this fimd or without such a sufficiency. His first 
law is self-preservation; and such a sufficiency, 
whether temporal or permanent, is the only basis of 
self-preservation. A sufficiency is capital ; the winning 
a sufficiency is labour. Many men are in such posi- 
tion and of such character and environments that they 
spend their whole Hves winning a sufficiency. These 
men make up the labouring classes of any country. 
Men fall into and rise from this class, but there are 
certain human characteristics which make such a class 
a large factor in human production. 

There is the old practical theory that there always 
exists an urgent need of considerable incentive to 
overcome man's natural inclination to non-exertion. 
And of a certainty when once personal exertion, 
through extrinsic or other causes, reaps anything 
approaching a surplus reward over and above the 
mere needs of any particular tj^e of existence, a 
banefiil spirit of idleness inevitably makes its ap- 
pearance. Luxury for the moment competes with 
this newcomer. On the first arrival of " good times'' 
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there is an inevitable inflation in the liquor traffic 
among the labouring classes ; and those acquainted 
with manufacturing districts know of the high prices 
paid by labourers for strange and incongruous 
luxuries. Factory girls will expend fifteen or twenty 
guineas in sealskin jackets ; colliers will refuse £50 
for a good fighting-dog. Yet sloth soon proves mis- 
tress even of luxury ; and her chief handmaidens are 
the modem Furies that preside over strikes. Enter- 
ing with the specious excuse of raising wages and so 
increasing the means to luxury, they soon alter their 
syren-song to shortening hours of labour, and thus 
beguiling the labourer with the prospects of idle- 
ness. Thus these direct accompaniments of "good 
times'' rob the world of production of its great 
energiser — labour. 

It is in regard to the true nature and functions of 
strikes that political economy has a special field of 
most direct usefulness. Strikes are adopted as a 
means to an end. The end sought is good ; it is an 
end that should be attained. It is sought to place 
the workman on an equality with his employer in 
settling the price of his labour. It is sought thus to 
secure to labour its due reward ; to attempt, so far as 
may be practicable, to insure an equitable distribution 
of the profits of exertion. The capitalist, the human 
being who makes use of the work he has stored. 
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employs "labour" when he deems that further 
human exertion will maintain or increase his own 
fund of stored work. This ** labour" is exerted by 
other human beings in consideration of his handing 
over to them that portion of the whole fund of stored 
work resulting from the combination, which may be 
set down as the product of their assistance. A man 
may sprinkle a bushel of wheat over a field with his 
own hands— a certain proportion will germinate 
and give him, say, 100 bushels of wheat in the 
harvesting. But, if he gets other men, and is thus 
enabled to plough and delve and weed and pro- 
tect against birds and thieves, a bushel of wheat 
sown in the same field will give him a harvest 
of 1000 bushels of wheat. Some of this extra 
profit accrues to himself, but some accrues to the 
men by whose assistance he obtains any extra profit : 
and this is the wages of labour, as we have them in 
the world of to-day. The labourer of to-day suffers 
from the fact that there is no practicable national 
sanction that the price of his labour will continue in 
proportion to the profit derived from his assistance. 
But, on the other hand, though the labourer cannot 
secure a rise in wages accompanying a rise in prices, 
the employer finds he cannot secure a fell in wages 
when prices fall. This is the present dilemma. 

The attempt to escape by means of strikes causes 
grievous waste of labour. A coalition to cease work- 
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ing is justified on the plea that the labourer supplies 
a certain commodity — ^labour, to wit — and that he 
has a perfect right to withhold his commodityfrom the 
market when he thinks he can benefit himself by so 
doing. Thus strikes considered as a means are said 
to be good ; but this abstract attribute fades before 
the concrete fact that as a means they are lamentably 
unsuccessful. In the first place, they seldom attain 
their ends ; and in the second place, in the rare cases 
where the end is attained, it is found that the cost 
involved is greater than the good achieved. In the 
year 1878 there were 277 strikes in the United 
Kingdom. Of these no less than 256 failed altogether, 
and only four attained their object. The remaining 
seventeen, most of them of an insignificant character, 
resulted in compromises. Such is the tale of actual 
experience of these means. 

That the result is thus eminently unsatisfactory is 
not to be marvelled at when we bear in mind the 
gross misuse to which this means must ever remain 
liable, from the circumstances of its existence. The 
management of strikes must fall for the most part to 
the care either of the ignorant or the* designing. 
They are the instruments of a combination of labour, 
and labour is the heritage of the unsuccessful in this 
world. Labour precludes leisure, and want of suc- 
cess precludes benefiting by famiharity with the 
best knowledge of mankind. This lack of know- 
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ledge amply explains the fitct that a majority of 
strikes take place under conditions hopeless for their 
success. There is frequently an entire ignorance of 
the circumstances even of their own trade. And not 
only does this apply to the origination, but in still 
greater degree to the continuation, of strikes. Thus 
at the conclusion of a period of inflation, with prices 
and prospects falling, educated capitalists know that 
there must for the time be less profit on the applica- 
tion of present or of stored worL But if they 
attempt to reduce wages the labourers strike, and 
reduce themselves promptly to unnecessary misery. 
The same is the case when prices fall, as they do, for 
instance, when freedom of exchange and of produc- 
tion bring about the best industrial conditions. The 
labourer has no knowledge to see that when prices 
fall wages may be reduced, yet he will be possessed 
of more purchasing power than before. With this 
lack of knowledge, not only are labourers liable to 
rush in themselves where the knowing fear to tread, 
but to follow the seducing cries of interested mis- 
representation. In his hands he holds a weapon 
which he has fashioned for himself, to regulate the 
rewards of his labour; and thoughtlessly and in 
ignorance of its effect he uses this weapon in an 
illegitimate cause, and suffers accordingly. 

This lack of knowledge, for instance, on the part 
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of the labourer hampers the well-informed capitalist 
in his attempts to improve production. An English 
silk manufacturer, when asked why he continued to 
use certain machinery which had been superseded on 
the Contment, replied : " If I were to make the 
alterations mentioned, I should set fast some 
thousands of pounds, and as soon as it was seen that 
I was making a better article than before at a smaller 
cost, my hands would all go out on strike for an 
increase of wages." Lack of knowledge would pre- 
vent these hands acknowledging that this extra 
profit was merely the interest on the extra fixed 
capital invested. And yet such investment would 
" improve the business" to the eventual benefit of all 
concerned ; but it was prevented by the threat of 
striking on the part of ignorant labour. 

This lack of knowledge on the part of the la- 
bourer, reduces the profits of all engaged in produc- 
tion by curtailing productive energy. This limita- 
tion of production is often the avowed object of 
strikes ; it is usually the direct result of such as 
are successful. Shortened hours of labour or in- 
creased expenditure on labour equally imply lessened 
results in quantity. But here, as in all things, there 
is a happy mean. A human being can work profitably 
and well a certain number of hours per day; to 
curtail this number is to encourage the idle non-use 
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of labour power ; but to overstep this number is to 
detract from the efficacy of labour. We have here 
the chief reason for the value of Factory Acts : they 
maintain the efficiency of labour by placing a limit to 
its abuse. At the same time, to shorten hours of 
labour for such a reason a« the prevention of over-pro- 
duction, no uncommon pretext in support of strikes, 
is entirely to misconceive the economy of the question. 
Hours of labour may be shortened profitably, only 
when the efficacy of labour is thereby increased. The 
bricklayer who idles twenty-three hours a day will 
not build the house within the year. The bricklayer 
who sleeps eight hours each night will be able to 
labour the whole year round. Hours of labour may 
be lengthened profitably, only when the efficacy of 
labour is thereby increased. The bricklayer that 
should attempt to labour without sleep for a week 
would find himself unable to work at alL The la- 
bourer reaps a greater harvest for himself the greater 
the production per head of those engaged Hir 
true economical aim is the increase of the ** stored 
work" firom which he derives his reward. 

It has however been asserted, with some truth, that 
strikes are an efficient means to their end, inasmuch 
as the employer, as a matter of fact, from dread of 
strikes, no longer attempts to dictate his own terms. 
He can calculate to a nicety the cost to him of strikes ; 



Causes of Commercial Depressions. 243 

the loss on plant standing idle; on orders not 
executed; on reputation for reliability gone. But 
this calculation does not always enable him to accede 
to the terms proposed by his labourers. The state 
of the market, when prices are falling and labourers 
refuse to see wages fall in proportion, not infrequently 
indicates to the employer that his best course is to 
close his mill and await better times. His capital 
can carry him through, at a loss it is true, but not at 
a loss enhanced by the payment to labourers of 
wages above " cost price." 

Or, again, this suicidal tendency of strikes is ex- 
hibited in the fitct that manufacturers are driven in 
self-defence to devise other expedients wherewith to 
supply the place of the imruly labourer. Not long 
ago a writer in the Times gave one notable instance 
of this result of strikes. His words were : — 

" About fifty years ago it was the custom in those 
factories where cotton warps were made, to employ 
women to attend to the machine or mill on which the 
warp was being wound, such machine being, of course, 
turned by the steam engine ; but as the warp was 
too heavy for women to take it off the machine when 
completed, men were employed for this purpose. In 
one of these factories the men became discontented, 
and demanded to be employed on the whole work 
and the women to be dismissed ; to which, however, 
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the master demurred, and, as a consequence, the men 
turned out and the factory was closed. 

" During the interval of the turn-out the master set 
his wits to work, and he succeeded in inventing a very- 
simple machine, something in the shape of the human 
arm when bent, by which he was enabled to take the 
warps off the mill by the same steam power that 
turned the whole of his machinery ; and then, being 
independent of the men, he reopened his factory, and 
employed only women for the whole work." 

When we pass on to consider those rare cases when 
the end is attained, we do not discover even then the 
balance to be on the right side. On the one hand, 
it is evident that supposing a strike succeed in raising 
wages or keeping them high in the face of a surround- 
ing fall, the only effect will be to attract fresh supplies 
of labour. In the two years 1871 and 1872, when wages 
were kept high, the number of persons employed in 
English coalmines increased from 370,000 to 470,000. 
And this increase at once overstocked the local labour 
market, and there was much subsequent suffering and 
disappointment among the labourers. The capital in- 
vested in that particular industry could only employ 
profitably a certain amoimt of labour ; and the more 
men there were ready to perform this the less was the 
portion earned by each man. Unless strikes can be 
universal in effect, they will, in proportion to their 
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success, generate conditions feital to a continuance of 
this achieved effect 

On the other hand, we may consider the cost of 
strikes. This, of course, falls ultimately on the 
labourer. While he withholds his commodity from 
the market the commodity yields him no profit ; and 
when he again puts it in the market, assuming that 
his strike has been successful, and that he sells it at 
an advanced price, he must reckon up whether this 
advance covers the losses of the idle period. K a 
labourer earns 155. a week, and goes on strike for five 
weeks in order to obtain 155. 6c/. a week, it is obvious 
that he will have lost 75^. Supposing the rare case 
of his strike turning out altogether successfiil, he will 
then have to work for 150 working days before he 
has recouped this expenditure by means of the extra 
rise in wages he has been holding out for. Thus 
before he can benefit by this successfiil strike he will 
have to work some five months or more at the in- 
creased wage. K during that period wages faU, or if 
they rise, iis whole iZur wil ha™ Sen In vain. 
So that the chances of his ever gaining anything by 
striking are very smalL 

The worst point about strikes is that these &cts do 
not come home to the labourer — he pajrs his sub- 
scription to his union as a matter of course, and when 
he goes out on strike the union pays him. He has 
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parted with his money, and when it returns to him 
it comes in the guise of a fresh supply. He does not 
imagine that he is virtually and actually spending 
some of his own earnings that he has not yet spent. 
He does not understand that until by future extra 
exertion he recoups this outlay he will not be in the 
same position in regard to those other excellent 
purposes of his imion, the relief that is given in 
sickness and old age. Strikes are simply a robbery 
from this beneficial fiind to forestall the extremely 
problematic gains to be achieved by strikes ; 
gains which, in the majority of cases, never are 
achieved. 

It may be said, " but take away strikes and there 
is no method left whereby labour is to have prospect 
of asserting its due rights. " And there is very much 
reason in this statement. Co-operation, which sue- ' 
ceeds so well with consumers, fails when applied to 
production. This is no doubt the result of the 
radical attributes of human nature. Men desire 
wealth, but they desire it at the least possible sacri- 
fice. The consumer seeks the attainment of what he 
desires always at the least possible sacrifice ; that is 
the common basis of procedure among all consumers. 
But among producers there is no such common basis ; 
their desires differ greatly, and with this difierence 
there arises a great difference in the amount of sacri- 
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fice necessary. It is practically impossible to assess 
correctly the proportion of profit that belongs of 
right to each worker in a concern where each works 
and aids according as it pleases him best. 

Other methods proposed have called in the valuable 
aid of extrinsic knowledge. Much practical success 
has actually attended appeals to the arbitration of 
high-principled and well-informed men. Much good 
has been done by Boards of Conciliation, by means 
of which, in the prospect of dispute, employers and 
labourers meet to discuss matters, and thus come the 
better to understand one another. Actual advance 
has been made in some cases by the mutual setting 
up of a sliding scale, wages following the rise and fall 
of the price of the staple commodity ; but on behalf 
of the labourer there is the stipulation that the wage 
shall never fall below a definite level ; and on behalf of 
the employer that it shall never rise above a certain 
level It is certain that it is to the economic benefit 
of all concerned that there be a fair day's wage plus 
a fair day s worL But the one must not exist without 
the other ; and the problem yet remains unsolved as 
to how this happy union is to be established definitely 
and universally. The proposed remedy of strikes is, 
as we have seen, simply and purely waste of labour ; 
and as such highly detrimental to the real interests 
of labourers and employei's. 
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iii The other groups of conditions, extending 
both in origin and influence outside the frontiers of 
the nation, become essentially international in charac- 
teristics. Foremost among the efficient factors of 
production stand natural agencies. Man depends 
intimately on the co-operation of Nature for the 
success of his productive exertions. A " good year" 
gives to the same expenditure of capital and labour 
a far greater amoimt of produced commodities than a 
** bad year." And corresponding is the effect on all 
those many industries which are directly connected 
with the kindliness of Nature. 

It is by adopting this one group of conditions as 
though it were the sole group, that many are led to 
seek remediesfor commercialdepressions on the ground 
that they proceed in cycles. Professor Jevons has 
shown that the price of wheat in India, recorded since 
1763, reaches a regular maximum in ten year periods, 
and these periods coincide in a startling manner with 
the periods of commercial crisis in England. No doubt 
the teeming populations of India and China have long 
supplied Europe with many commodities ; taking, of 
course, in repayment a considerable amount of the 
products of Europe. Years of scarcity in the East 
mean a lessened production of these exchange- values, 
and the West becomes thus affected by the kindliness 
of N^tuve in the East ; and in so far as there is 
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periodicity in the kindliness of Nature in the East so 
far is there a tendency to infuse periodicity into 
such of the productive successes of the West as 
may be directly connected with the Eastern markets. 
Astronomers have long been at work seeking a con- 
nection between the periodicity of the sim-spots and 
the rainfall on the earth. Incidentally their tables 
exhibit periods of ten years or thereabouts. It can- 
not be doubted but that a variation of solar radiation, 
which it would seem must occur with the variation of 
the sun's surface, must affect the amoimt of solar heat 
actually received by the earth. Recorded experience 
on many parts of the earth's surface reports a perio- 
dicity of about ten or eleven years of bad droughts. 
But whatever may be their periodicity, " dry-times" 
and " wet- times" do succeed to one another over 
the whole surface of the earth : and either extremes 
benefit certain types of production and harm other 
types. Thus the dryness and wetness of the seasons 
have a vast efiect on the success of man's productive 
energy. And not only is the kindliness of Nature 
thus intimately boimd up with man's productive 
success, but he himself, with his proverbial trust in 
the future, seems resolved always to live as if all 
seasons are good. The Australian sheep-farmer will 
take possession of a run and stock it with, say, 
20,000 sheep. They will thrive there in good years, 
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but a succession of droughts will render the run no 
longer capable of maintaining even 10,000, and 
10,000 will be starved off the run. So, too, in all 
times of inflation, every one builds and spends as 
though a golden age were commenced, in which bad 
times could not exist. It is well known that Nature 
is variable in her gifts, and yet when she is in a 
boimtiful mood so delighted is mankind that no regard 
is paid to the sure certainty of her changing presently 
her bounty to niggardliness. Thus even good seasons 
lead men to waste the kindliness of Nature ; and when 
seasons are bad men suffer most from this withhold- 
ing of her bounties on the part of Nature. And in 
addition to bad seasons there are many freaks of 
Nature man cannot as yet accoimt for or obviate. 
Vine disease has frequently neutralised the best 
human efforts over wide districts. The various cattle 
diseases have done the same. Nature thus often 
involves man in an extensive waste of both capital and 
labour. 

iv. The fourth and fifth groups of conditions are 
connected intimately with the supply and demand of 
commodities. The fourth group, embracing the opening 
and closing of markets, gauges the actual demand by 
which alone the producer can command profit for his 
exertions. And among other conditions of commercial 
depression none are more telling than the closing of 
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markets. This is often an international question. 
It is the action of other nations which, in these days 
of world-extended communications, usually opens or 
closes markets to the producer. 

In the first place, some markets may be closed to 
the world's trades by the self-will of those who con- 
trol it Under this category fall the influences of 
protective policies. The non-admission of English 
goods into, for instance, American ports, cuts off the 
English producer from a large market ; as a con- 
sequence his productive energy has a lessened area 
for exertion. So far the demand for his products is 
lessened, and in so far his activity curtailed. 

In the second place, some markets may be closed to 
the distributors of the world s productions by the 
misfortune of those who control it. The famines 
which desolated Hindostan and China brought in 
their train a sad decrease in demand for manufactured 
commodities over large portions of the world's surface, 
and similar is the effect produced by war. So long 
as the manhood of France and Prussia were devoting 
their capital and labour to the service of political 
ambitions or national antipathies, so long had they 
little to spare for the attack on Nature ; so long did 
productive enterprise languish ; so long did local supply 
fail to pay for local demands. 

And a secondary result of this temporary withdi'awal 
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of forces from productive exertion was the creation of 
a false stimulus to production in other countries. This 
false stimulus, bringing about false good times, always 
has an evil effect on the productive energy of a nation. 
The labouring mind only notices the actual prosperity 
of the present, and the speculating mind is heedless 
of all other contingencies but the making of hay while 
the sun shines. Since free-trade was inaugurated 
in England war has successively devastated and 
overcome Russia, Turkey, Austria, Italy, the United 
States, Spain, and France. In other words, the 
whole manufacturing world of the present day, 
with the sole exception of England, has been, at 
one time or another since 1866, the scene of 
actual war. This, no doubt, gave England her 
opportunity of developing her manufacturing powers ; 
but the resulting effect was not all good. Her capi- 
talists and her labourers alike abused their oppor- 
tunities ; and alike were blind to the effect of re- 
turning peace in other lands. Thus war has a 
duplex effect on protective energy ; it is disastrous 
to that of the nation where it actually rages ; but 
beyond this does it create in another nation a false 
impulse to a hurtftil productive excess. 

V. Turning to the fifth and last of the groups, we 
consider chiefly the supply of commodities, and again 
find a distinct international character given to the 
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conditions under examination. We have seen Nature 
affect the supply of the markets ; and in scarc^y less 
degree does man. There is such a thing as over- 
production, which results in a glui of commoditiea 
To the producer this means profitless expenditure of 
capital and labour. In other words, a destruction of 
the products of industrial energy — ^a distinct waste 
of force. Over-production is a result of good times. 
In England a notable instance of good times were 
the years 1869-73 ; prices rose, first the profits of 
capital and then wages of labour felt to the full this 
buoyancy of upward tendency. It was not, how- 
ever, till this state of things was confirmed and 
obviously assured, that means and facilities of produc- 
tion followed suit. Yet when once a start was made, 
mills, furnaces, shafts, cultivation, railwajrs, ships, 
all the means to production feU to increasing their 
capacities, regarding only this upward tendency. The 
sober requirements of consumption were entirely un- 
heeded in the race for the magnificent rewards of 
exertion apparent on all hands. In the same epoch 
the United States had barely tided over the waste 
of the great local war, to find themselves chilled 
in the embrace of protection. The various manu- 
facturing centres on the Continent were at a com- 
parative standstill ; recent war, proximate war, actual 
war — the vague suspense which held Europe in the 
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unproductive condition of an armed camp — were th 
condit^ns under which this standstill became possiU^ 
Thus her environments aided to blind England to he 
true interests, and she stands forth a notable exampl 
of the evils of over-production, for presently th 
grievous fact became evident that the capacities fo 
production had altogether outrun the real demand 
of consumption. And of late years the revival c 
manufacture in these other lands has only adde 
to the already glutted condition of the marketi 
Over-production corrects itself by effluxion of tim< 
But glut of markets embraces as well that dearth < 
profitable exchange which is one of the leadin 
results of commercial restrictions, and which in ever 
way intensifies commercial depressions. 

Such, then, are the five groups under which th 
conditions of productive depression may be rangec 
It will next be our task to seek what action on th 
part of the community can modify or prevent th 
occurrence of these conditiona 



CHAPTER XII. 

PROPOSED REMEDIES FOR CX)MMERCIAL DEPRESSIONS. 

§ 1 . Protection as a cure or preventive — § 2. Reciprocity as a cure 
or preventive — Partial Free-trade as a cure or preventive. 

We have seen in previous chapters that some of these 
conditions of commercial depressions are, strictly 
speaking, national^ and others as strictly international 
Nevertheless, in ages of civilisation, all productive 
effort has, of necessity, an international character. 
It is for this reason that all policies, by which those 
who lead communities in their common efforts seek 
to benefit such communities, have an international 
leaven. If, then, we propose to consider how the 
community is to ward off commercial depressions by 
its action as a whole, we find at once that its action 
must in some measure influence its commimication 
with other communities. Policies that regulate pro- 
ductive effort may be distributed over a wide line, 
and the two poles of this will be protection and free- 
trade. And for the sake of distinctness it will, per- 
haps, be well to take protection pure and simple and 
free-trade pure and simple, and to group the vaiious 
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modifications intervening under the head of retalia- 
tion or reciprocity. 

§ 1. Protection as a Remedy. — First, then, will 
protection cure or prevent commercial depression ? 
The cry for protection arises in times of depression 
in free-trade communities ; it is in reality a mode or 
form of that lever of much human action — discontent 
with the present ; it is but the expression of that 
yearning after something which is not, without which 
human eflfort would probably come to a standstill 
Protection has been ere now compared to physic ; 
there is a cry for it when the nation becomes sick ; 
yet is it a medicine of that type that if once given it 
becomes a necessity, and health disappears in the pro- 
spect of a chronic valetudinarianism which can only 
end in disease and death. In free-trade England the 
cry has been heard ; but it is a cry popular only with 
a generation that have forgotten the ills and disasters 
from which the country only emerged when protection 
was finally laid low. 

It may be asked, Will protectionism cure or allay 
waste of capital ? Will it stay faulty application of 
capital ? Will it stay the idle storing of capital ? It 
can hardly be looked to to stay faulty application of 
capital We have seen that it saddles the community, 
as a whole, with the indiscretions and ignorances 
which must for centuries to come mark all human 
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endeavour. In other words, the successful are made 
to pay for the failures of the unsuccessful : and this 
is tantamount to a pure throwing away of stock 
won from nature. We have the witness of the cry 
of the iron trade in Germany. Starting on the sar- 
castic abuse of " Manchestertum" the ironmasters 
cry aloud for protection. The trade was thrown open 
in January 1877, and before two years were over this 
fostered industry threatened to dissolve altogether 
in the fire of outside competition. The ironmasters 
acknowledge that England has an advantage of facili- 
ties of commimication both with supplies and with 
markets equal to 28t§. a ton ; they acknowledge that 
the United States far and away surpasses them in 
mechanical arrangements : and therefore they cry 
aloud for protection to this industry. It would be 
difficult to find a more glaring example of conscious 
misapplication and waste of capital than thia 

But this instance teaches us another lesson. The 
complaints of these ironmasters incidentally bring to 
notice the fact that their industry for the four years 
immediately preceding its being thrown open to the 
whole world had experienced a disastrous shrinkage. 
The number of mines in work fell one-quarter ; there 
were employed one-fifth less miners ; and correspond- 
ing was the shrinkage in the furnaces and their 
workmen. The presence of this demanded protection 
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itself had already failed signally to bolster up the 
industry. 

There is undoubtedly in protection a tendency to 
stifle industries ; it may indeed be a power to set 
them in mention, but it is a power of a negative type, 
which sets them in motion but for the end of destroy- 
ing them. Thus protectionism sends capital to in- 
dustries which were presently to die away carrying 
with them much capital invested. And further than 
this, protectionism becomes the annihilator of capital 
properly applied, for the industrial sufibcation result- 
ing is not confined to any one industry, but spreads 
over the whole land its blighting influence. The 
logical basis of this is the fact that protectionism is 
a.nd can be an undivided blessing to only one industry 
at a time. Farmers may say, prevent the importa- 
tion of foreign food, but by all means let us have 
cheap ploughs. Manufacturers exclaim exactly the 
reverse, prevent the importation of foreign ploughs, 
but by all means let us have cheap food. The fact is 
protectionism is food to the producer, but poison to the 
consumer — and each man, doing his work in a com- 
munity, is both producer and consumer If protec- 
tionism affect him in his capacity of producer alone, 
well and good, but if it extend its influence to him 
in his capacity -of consumer, evil is the result. And 
the cry for protection is a cry that eventually per- 
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meates a community with the certainty of leaven. If 
the community taxes itself to support any one in- 
dustry, at once is set up an equitable claim on it in 
favour of any other industry, and the natural greed 
or ambition of the individual is always ready at once 
to assert this equitable claun. The cumulative re- 
sult is that the community becomes more and more 
taxed to support production. Fresh burden is added 
in enhanced prices, and, in short, the commimity as a 
consumer puts its hand into its pocket to pay away 
without profit what it earns as producer. This is 
what is alluded to when we are told of the " plunder 
of the American masses by a few New English manu- 
facturers." Capital is put into industries imder 
conditions which preclude its securing any reward or 
profit ; and, under such protectionism, if it is ad- 
vanced that the idle storing of capital is impossible, 
the answer is that the impossibility arises from the 
fact that all the capital of the commimity, all the 
stock won from nature, is wasted and dissipated by 
being applied to industries which in the end must be 
stifled. For be it remembered, the march of protection 
advances logically till all industry is protected, and 
the nation as a consumer is sacrificed eventually at 
the shrine of the nation as a producer. And with 
that event the nation is no more. 

It may be asked will protection cure or allay the 
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waste of labour of which we have spoken ? 
How does protection effect that reward of labour 
which is a chief incentive to productive exertion ? 
At the first blush, by the introduction of industries, 
protection appears to increase the amount of capital 
expended on labour, but to look further into things 
is to see that this phenomenon represents the sum 
total of the good effected, and that this asset is 
miserably small in comparison with the liabilities 
otherwise accruing. On the one hand, protection 
destroys capital ; there is consequently so much the 
less to be devoted to the reward of labour. And on 
the other, the commimity, to support a protectionist 
policy, has to contribute in enhanced price the duties 
which forbid the flow into the country of the bounty 
of nature in other lands. In other words, protection 
curtails to an indefinite extent the. purchasing power 
of the wages of labour, robbing labour thereby of 
its due reward. As a consequence, laboiu* is driven to 
seek by every means what is known to the world as 
a rise in wages. To this end laboiu:, in protectionist 
commmuties, is greedy of political power ; and by 
such means labour is more than ever liable, under the 
stimulus and opportimities of good times, to attract 
to itself an imdue reward. As we have seen, the 
inevitable result is first unproductive luxiuy, and in 
the end disastrous idleness. And the economical 
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reaction to bad times is thereby rendered all the 
more disastrous to all concerned. 

It maybe asked, will protection in any way counter- 
balance or lessen the evils of the failure of natural 
agencies.^ A community is dependent on nature 
most directly for its food and its clothing. The raw 
materials of these two essentials are, more than any- 
thing else, intimately dependent on the bounty of 
nature. A good harvest and the absence of- the 
potato disease are the forerunners of cheap food ; 
plentiful pasture, kindliness in the weather, absence of 
destructive murrains, are the forerunners of cheap 
wool and flax. And however much statistics may 
prove that good and bad seasons recur in cycles, they 
are yet more explicit in the fact that seasons differ 
in different countries ; that if the harvest is bad in 
England and Hungary it will be above the average 
in California and South Australia ; that if the sheep 
in the Cape and South America suffer fix)m scab and 
drought, Australia will be blessed with rain and 
health. In short, in the long run, nature provides a 
constant supply ; and as a consequence that commu- 
nity is best supplied from the bounty of nature which 
reaps its harvest from the largest surface. It need 
scarcely be added that the one main result of pro- 
tectionism is to confine the natural resources of a 
community by its own frontiers : and history abounds 
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with examples of the sad and fatal consequences of 
man's endeavour to found his State on the protec- 
tionist plea of independent subsistence. 

It may be asked — Will protection in any way cure or 
prevent that fourth group of conditions, whose result 
is seen in the closing of markets ? Protection has for 
its main aim the prevention of commodities of foreign 
origin entering the community ; in other words, it is 
the actual closing of one international market. And 
to close one's own market to the entry of others is 
surely to invite others to close their market to one's 
own accesa So far as protection goes it is an all- 
roimd shutting up of markets, an all-round attempt 
to curtail the opportunities of producers to profit by 
their productive energy. Protectionism endeavours to 
foster productive industry in a country, but omits to 
notice the fact that man's energies come to no profit 
unless they are expended on work which gives him a 
superiority over some other band of men. Mere naked 
subsistence may indeed be gained ; but mere naked 
subsistence has never been the sufficient end of 
human endeavour. It is therefore idle to argue as if 
man could be forced into some theoretical state 
of happy savagedom. Again, we can by no means 
ignore the influences of the boimty of nature. When 
they find that petroleum lights their long winter 
evenings better and cheaper than seal -oil, Icelanders 
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feel tliey had best get their lights for their long 
winter evenings from America. When it is deter- 
mined to have a necklace of cats-eyes, Ceylon or 
Queensland must be sent to for them. When the 
London lady wishes for winter warmth, she sends 
for furs to Archangel or Port Nelson. To profit by 
what nature yields men are driven to go to different 
parts of the earth's surface. But protection bars this 
intercourse, and in so doing shuts out the products 
of each country from the profits of value-in-exchange. 
History affords many examples. There is the well- 
known instance of the silk weavers of Coventry and 
Spitalfields. In times of distress they successfully 
clamoured for protection. This supposed efficient 
remedy only made matters worse; and the culmi- 
nation of complaint centred in the threatened disap- 
pearance of all markets for their products. The 
name of Huskisson appears as the advocate of the 
despised remedy of free-trade : and since his successfiil 
endeavours this particular silk trade has entirely 
recovered itself; and English silk finds a world-wide 
market by means of its fame for a unique durability. 
It is, however, when we consider the last of the 
five groups, that we notice the utter inadequacy of 
protection as a preventive of commercial depression. 
Protection, according to the measure of its success, 
results in over-production. Assuming it to be adopted 
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by all nations, and this is the logical outcome of its 
advocacy, foreign markets are all closed. This is 
indeed the extreme result ; but it is a result whica 
must exist in modified form m due proportion to 
the modified adoption of this principla Again, 
within the community itself, protection seeks to set 
going productive energy, and in proportion as its in- 
tentions are crowned with success, so will there come 
about a mass of produced commodities. For these, 
then, there is no outlet, and there will necessarily 
ensue a glut in the home market in exact proportion 
as protection is adopted with success. 

Protection, then, encourages waste of capital Pro- 
tection leads labour altogether astray in its appli- 
cations and its aspirations. Protection ignores 
altogether the benefits derivable from superiority of 
the boimty of nature. Protection avowedly shuts 
up the markets for the commodities of productive 
energy. Protection, in so far as it is successfiil, in so 
&r brings about glut in the markets under its com- 
mand. Thus Protection magnifies and intensiEes 
every one of the five groups under which we have 
ranged the conditions of productive depression. 

§ 2. Reciprocity as a Remedy. — ^We turn to a brief 
view of the various modifications of productive 
policies which intervene between the two poles, 
protection and free-trade. There is the old tale 
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that when extremes prove to be impolitic, the 
"media via" is the safest course. In the present 
case of commercial depressions we are told that 
protection is impossible, and free-trade impolitic; 
and we are urged to consider the fact that the 
mediatives that are furthest removed from the im- 
possible and yet approach nearest to the impolitic, 
will turn out to be those presently expedient. 

Most of these mediatives fall under the title 
retaliation or reciprocity. These have been some- 
what aptly described as " protection in a fancy 
dress." It is, indeed, impossible to see many traces 
of free-trade among their principles, while their 
great essential is protectionism in some shape or form. 
But they come decked in the alluring expediency of 
the moment ; they come cloaked in the superficial 
attractiveness of a much-needed relief 

We are told in regard to the prevention of the 
waste of capital and labour that reciprocity will insure 
to a workman his wages and to the capitalist his 
profits. That we will do unto others as they do 
unto us, and, in short, adopt " quid pro quo" as our 
motto in our dealings with other communities. 
There is a plausible logic about all this, and an 
enticing clearness of enunciation. If thought is not 
allowed to busy herself too much, the whole argument 
seems consistent and well rounded off But the political 
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economist at once exdaims, this is all perfectly tru 
of the producer ; but as a matter of fact the pre 
ducer can only produce by beiog a consumer ; an 
the "quid pro quo" theory, until the days of , 
universal free-trade, is nothing more nor less thai 
the tajcation of the consumer to support the pro 
ducer. In actual theory, every member of a com 
munity is both producer and consumer ; the practica 
exceptions are due to such human frailties as idlenesi 
and stupidity ; or such misfortunes as failure o 
health or miscalculation. On the Saturday nighi 
the carpenter, as a producer, receives his wages int« 
his right hand and places them in his pocket. Ai 
the public house, at the bacon shop, he dives hL 
left hand into his pocket, and his wages disappeai 
in his capacity as consumer. As a producer hi 
has manufactured the wood for the bar and for th< 
shop-front. If he is blinded by reciprocity, he wil 
say, Canada will not admit my woodwork free, 
will not admit hers free. And he will pay more fo: 
his wood, and so charge the pubhcan and the groce 
more for so doing. But the publican and the groce 
each have the equitable right to say, Germany wil 
not admit my barley malt free, the United State 
wiU not admit my bacon free — neither will we theirg 
And barley and bacon, supplied with all the uncer 
tainty of a restricted iicreage and with none of thi 
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advantages of vast tracts of virgin soil, rise in price. 
And the labourer receiving an extra shilling a 
week for his work, pays an extra shilling, and more 
if he be not lucky, in enhanced prices. 

And reciprocity can do little to alleviate the waste 
of capital. Reciprocity implies closing of a multitude 
of the right avenues of investment. This tempts 
the capitalist of energy to speculation ; and the 
capitalist of caution to low profits. Reciprocity 
fosters both the classes of conditions which lead 
to a waste of capital 

And will reciprocity in any way allay or prevent 
the failure of nature's agencies ? Can this be asserted 
of a policy which has for its aim the lessening of the 
ai-ea of supply ? Its advocates tell England she is 
no longer the workshop of the world, other States 
shut out our exports ; other countries have their 
manufacturers ; it is too late to hope for much from 
lowering wages and profits and prices ; all we can do 
for our struggling selves is to repay others in their 
own coin, and shut out their exports. Reciprocity 
would thus cut us off from foreign supplies. And 
some advocates, attempting rather to advance towards 
the free-trade pole, tell us free-traders are perfectly 
right in establishing free- trade in com and tea and 
wine — in the necessaries of life, but they are wrong 
in throwing away all protection to native industry 
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before they had good reasons to know what the cours 
of other nations would be. But even this modifie 
reciprocity still cuts off the nation from some foreig 
suppUes. And every foreign product cut off is 
curtailment of the area of supply ; an addition to th 
opportunities for the operation of the failure c 
natural agenciea 

As for obviating the loss of markets, reciprocity i 
any shape or form is avowedly useless. Its prim 
principle is the closing our own markets to othei 
because they close theirs to us. It has indeed th 
convenient boast that we are ready to open ours i 
others will open theirs, and this is a promise whic 
might, under certain circumstances, prove effe< 
tuaL But the principle involves none the less loss c 
markets. Trade becomes restricted if the Frenc 
refuse to let EngUsh goods into France, even thoug 
we allow French goods into England. Such restrii 
tion will be done away with if the French let on 
goods in free, but it will be disastrously increased 
we, in our turn, reftise to let in French goods. Agaii 
it must be borne in mind that protection can on] 
affect directly the land of its adoption. The Germai 
can prohibit English iron entering Germany, but the 
cannot prevent English iron from competing -wit 
German iron in all other markets. 

Reciprocity then, in whatever form, is, as it wer 
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protection justified on the principle that universal 
free-trade is impossible. It ignores altogether the 
fact that partial free-trade attains to many of the 
undoubted good results of imiversal free-trade. And 
it is the outcome of a species of spite which comes of 
the baffled desire of men for the unlimited benefit of 
universal free-trade. 

§ 3. Partial Free-trade as a Remedy. — Turning to 
the opposite pole of the policies which regulate pro- 
ductive efiect, we ask will free-trade cure or prevent 
commercial depression ? Arguing from the abstract 
ground of pure theory, acting in the sphere of the 
human energy of the present or of the future visible 
to us, free-trade will effect all that human endeavour 
can effect to prevent productive depressionr. But the 
world is not regulated by abstract theory. And 
when we turn to a more practical or prosaic view of 
things concrete, we come to two propositions. The 
one that free-trade in its entirety cannot exist under 
present conditions, and the other that free-trade, 
even in practical realisation, boasts a preponderance 
of good results. 

Now this first proposition is the main fact for 
statesmen of the present. The various commimities of 
men do not all allow of free-trade. It is true 
enthusiasts see a dawning of a new era. It is said 
nations are passing from a stage of isolation to one 
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of union ; a passage similar to that irom the stage < 
tribes into that of nationa And if for the immediat 
present the spirit of selfish isolation still dictates th 
policies of the short-sighted, nevertheless there i 
a shadow already cast over the world, recognisable i 
the network of finance that extended commerce i 
throwing over the world ; recognisable in the in 
creasingly distinct shapes assumed by intemationa 
law ; recognisable in the prospective denationalisatioi 
of religions ; recognisable in the uprising of a commoi 
morality ; a shadow cast by the coming events of i 
world-wide union for purposes of human advance 
ment by the advent of an era of union succeeding U 
an era of isolation. Nevertheless, for the presem 
there are Various causes in active operation to aic 
this spirit of selfish isolation. And many of thesi 
causes have little in common with it. This spirit ir 
itself appears in the world of to-day as a patriotisn 
which seeks, aft^r a somewhat spurioiis fashion, t< 
satisfy the greed and the ambitions of citizens 
Each community endeavours to rival others in tht 
race for wealth ; each wishes, with true human selfish 
ness, to gamer for its own citizens a lion's share o 
the vast profits of human energy. But there an 
other causes at work which are the incidental alliei 
of this spirit; and foremost among these are th< 
political actions of communities. These actions are 
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indeed, often wholly confined in intention within the 
frontiers of the community, and it may be accepted 
as a sign of that future of which we have spoken 
that these actions, avowedly and intentionally 
national, have great and lasting international effect. 
A minor instance of such action is the compulsory 
military service in such favour on the Continent. 
This purely parish policy is one great basis for the 
outcry of Continental manufacturers against free- 
trade competition with England and America — both 
of them free of this uneconomical burden. Or, again, 
we may see a complexity of local politics leading even 
acute minds in the States and Canada to look for a 
commercial union between these two tracts of 
territory, to the exclusion of the rest of the world. 
Again, the purely household politics of France afford 
yet another instance. Free-trade was the highly 
lucrative policy of the second empire. On the over- 
throw of the empire the reaction to a republican form 
of government brought in its train a reaction towards 
protection ; and, with true ochlocratic inconsistency, 
the men who blazoned on the ruins of the Tuileries 
the magic word ^galit^ in the same breath foster an 
extravagant inegalit^ by enriching with their pro- 
tection the few Lille and Rouen manufacturers from 
the poorly hned pockets of the masses. It wiU be 
perhaps sufficient to suggest one more instance of the 
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world-wide effect of such purely domestic polity 
In colonies a most mischievous protection is ofb 
possible, because of the fact that it does not ai 
cannot affect the food of the peopla The bounty 
virgin nature is far and away sufiGcient for the actu 
necessities of the sparse population of newly inhabit* 
countriea Thus in fertile Victoria, where a certai 
population was attracted by the reputed wealth of tl 
gold-diggings, those disappointed of gold clamoure 
for wages, and a vigorous protection became possibl 
seeing that these same men happened to enjoy th( 
predominating influence in the government of tl 
country which is insured by manhood suffinge. I 
Victoria protection has already played its part i 
scaring capital and in disorganising labour ; but : 
was possible, owing to the democratic political atm( 
sphere ; and to the fact that there was food enoug 
and to spare for all, even though waste of capital an 
labour were proceeding in the sight of alL 

In the &ce, then, of these actualities of the presen 
can we look to free-trade to remedy or prevent an 
of the five groups of the conditions of producti\ 
depression \ Reversing our order we meet with tb 
objection that free-trade, adopted blindly, may resu 
in a glut of stick markets as may be open to those wt 
adopt it. The manufacturer of a free-trade commi 
nity must exercise a self-restraint which the pai 
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tells us is seldom present with that sanguine energy 
which is the usual basis of successful productive 
exertion. Free-trade, of its very nature ; of the com- 
petition it engenders ; of the abundance of raw 
material it lands at the door of the manufactory ; of 
the increased communication it fosters among commu- 
nities of men, tends ever to accelerate and not 
to retard the machinery of industry. As a conse- 
quence, it has a tendency we are told to glut markets 
with commoditiea 

But previously we had found that protection has a 
still more powerfiil tendency in the same direction ; 
and there is the redeeming feature in the present case, 
which does not appear in the other, that the glut 
springing of free-trade is the glut of rightly directed 
energy ; the commodities are those which one country 
desires of another. They are right in kind. It is a 
mere glut of quantity. But under systems of protec- 
tion there arises a glut of kind as well ; a country is 
liable to devote its energies to the production of 
articles for the production of which other countries are 
better suited. By the very principle of free-trade 
the producer produces that for which he possesses 
national or natural advantages ; and if he, of his very 
energy, produces too much, it is a case which time 
wlU remedy ; he will have to curb his energies for a 
time, they have been too exuberant, but they have 

T 
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not gone astray. There is then, as it were, a healt) 
glut of markets ; and it is this healtiiy glut which 
the glut that results from free-trada 

Again, under present conditions will free-trai 
allay or prevent loss of markets ? Anomalous thouj 
it may seem the actual success of free-trade foste 
protection, in the present stage of national isolatio 
In times of free-trade each nation will naturally si 
some other surpassing it in those products for whii 
it enjoys less natural advantages. And there is i. 
undeniable tendency in such cases to appeal to pr 
tection to counterbalance this natural inferiorit 
German ironmasters, seeing the English outstrippir 
them, because of their cheaper coal and iron, at on< 
turn toprotection to remedy this inequality of nature 
bounty. This unintentional result of successfiil fi« 
trade thus closes markets. And again, the one-sidt 
nature of free-trade under present conditions actual 
invades communities that adopt it, and curtails tl 
market opportunities of her own producers. Thi 
the protected French sugar is already occupying 
large space in the English home market ; and tl 
Bristol and Glasgow sugar manufecturers compla 
that ftce-trade, as adopted in England, results n 
only in the exclusion of English products from foreij 
markets, but actually in the free flooding of Engli 
home markets with foreign products. And howe\ 
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beneficial this may be to a man as a consumer, yet as 
a producer it prevents him from making those profits 
which alone enable him to rank as a consumer. 

In this latter case the competition is wholesome, 
for the home manufacturer, if he have the natural ad- 
vantages, will turn to with a better will French 
competition has driven English sugar manufacturers 
to organise and contrive better ; it has not lessened 
the annual output. And in regard to this fostering 
of protection in other communities it is evident they 
can only result in the economical feilure of these com- 
munities. If the Germans dose their market to the 
English, but continue to supply the English with 
goods, the English wiU cease to pay for these goods. 
And it is impossible for the Germans to continue 
giving away the products of their protected indus- 
tries. At all events, the loss will be German and 
not EngUsh. North America supplies England with 
tools and food. If England is allowed to pay Canada 
and not to pay the United States, it is obvious that 
if this supply continue Canada will grow rich and the 
United States simply become impoverished Free- 
trade in England may induce Germany and the 
United States to close their markets, but this loss of 
markets to England is only for the time, until these 
countries find themselves sinking for want of the aid 
of others, and so re-enter the productive world by 

T 2 
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reopening their markets. This evil is, in its very 
nature, temporary. Other nations consciously de- 
priving themselves of a share in the productive 
advantages, natural or national, of the free-trade 
community, in the long run impair their own pros- 
perity. The result is aU evil for themselves. And 
if, as in the case of the United States, with her vast 
virgin resources, protection does seem to have created 
within her boundaries a profitable industrial vitality, 
it must be remembered that the sole earnest of a 
balance of profit is that the future shall see her open 
her country to the world. And, during the interval, 
if she have developed any distinct national or natural 
productive advantages these wiU be enjoyed by other 
nations in proportion as they open their doors freely 
to the importation of such products. Englishmen 
can profit by the ingenuity of American tools and 
feed on the fat of American prairie land ; Austrians 
deprive themselves of these benefits. The tendency 
of protection in two communities is to shut the one 
out from all participation in the successes of the 
other ; it is towards an absolute productive isolation. 
And free-trade, being the exact converse of this, even 
though it may not find a free market in a protected 
community, is nevertheless free to share the successes 
of the protected community. 

Again, under present conditions, will free-trade 
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allay or prevent the Failure of Natural Agencies? 
Such a prospective result is the undoubted boast of 
a worldwide free-trade. All acknowledge the " free- 
trade basis of natural advantage." Yet the question 
has been asked — Does this fiwjt obtain under the con- 
ditions of the present ? If one country practise free- 
trade and the other practise protection, can they be 
said to enjoy each other s natural advantages ? The 
answer is that even in such case free-trade insures 
the widest surface of supply possible : in other words, 
i}ie ^e&i possible means man enjoys for the present of 
combating the luicertainty of the boimty of nature. 
Free-trade, so far as it can penetrate, so fer extends the 
earth's surface put under contribution for supply. 
Free-trade brings to a community that practises it an 
influx of the goods of all the world, and in return 
free-trade opens, for the goods of that particular 
community, the markets of such other communities 
as adopt its principles. To this extent then it does 
succeed in levying contributions from the largest 
possible surface. And this surface, be it remem- 
bered, is far more extensive than that which protec- 
tion allows, even though it fall far short of that which 
universal free-trade would insure. 

This beneficial effect of free-trade is specially notice- 
able in times of commercial depression. It has then a 
most positive value in affording actual means of sub- 
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sistence to large numbers, by reason of the low prices 
that it engenders by means of increased supply. In 
England commercial depressions in protectionist 
days involved starvation, famine, bread riots, ax^tual 
absence of food. But since free-trade has been prac- 
tised the sm-plus of good harvests, English, American, 
Hungarian, or Australian, has found its way to Eng- 
land, and starvation has not again raised her threaten- 
ing head. Travellers know that ripe pine-apples, 
pomegranates, and bananas, are often to be purchased 
fix)m the costermongers on Comhill as cheap and as 
good as in Galle or Kingstown. The grapes sold in 
the London streets at fourpence a pound compare 
favourably with the same priced grapes in the capitals 
of wine-growing coimtries. Free-trade improves the 
general well-being, enhances the facilities of life to a 
degree that has great and good effect on the sus- 
taining or recuperative energies of a community 
suffering from commercial depression. 

It has, however, been objected, that in the case of 
this partial free-trade the one country will, indeed, 
be open to the products of nature's bounty in the 
other ; but at the same time, wiU such coimtry not 
be able to exchange anything for their products, see- 
ing that it is debarred from selling its commodities in 
the markets of the other country ? We are told that 
imder the conditions of free-trade, when "bad times" 
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occur, the consumer is, indeed, supplied better than 
ever, yet the producer does not prosper. But this is 
to revive the seemingly ineradicable fallacy that one 
man is a producer and another a consumer. If the 
producer does not prosper when the consumer is 
better supplied than ever, and if we remember that 
the producer is also the consumer, we shall acknow- 
ledge the true consequent to this statement, that the 
producer would prosper still less were not the con- 
sumer better supplied than ever. It is because the 
shipowner, as a consimier, pays less for everything, 
that he can as a producer or distributor profitably con- 
tinue to carry goods which must be conveyed at 
lower freights, because of their lower prices. Free- 
trade, by benefiting a man as a consumer, enables him 
the better as a producer to stand " bad times." 

And for the same reasons, by benefiting him as a 
consumer, that is, by increasing the purchasing power 
of his profits, it enables the producer in a free-trade 
commimity to pay out of this extra gain the necessary 
tax which the foUy of protectionist commimities 
obliges him to pay for the privilege of entering their 
markets. It is thus the Englishman can enter and 
pay for what he buys, but he has a great balance in 
his favour in the transaction, and no unimportant 
portion of that balance is the fact, that as a consumer 
he is supplied from as wide a surface as possible ; and 
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is thus able to make the most of nature when in her 
liberal moods, and so efficiently to counterbalance 
any evil prospects when nature is in less liberal mood. 
Again, under present conditions, will this partial 
free-trade allay or prevent waste of labour ? Un- 
productive labour, laboiu* which fails to maintain or 
to increase the fiind of stored work possessed by a 
community, is waste of labour. And it is of this 
bad type of labour that free-trade is the one efficient 
preventive. The competition it engenders may safely 
be trusted to stifle all unprofitable undertakings. It 
wiU insiu'e in the end the survival of the fittest. But 
there is another waste of labour, more insidious, 

• 

because more natural to man, which results from the 
non-use of labour. This is in a measure a product 
of dawnmg free-trade. When free-trade brings 
its fertilising presence into a community, a first 
result is the improvement of the condition of all 
classes ; then comes about a more equable distribu- 
tion of the results of work. All men come to possess 
more of this fund of stored work ; but all men do 
not come to possess a sufficiency of it. And those 
that do not possess this sufficiency are still the 
labourers, but labourers with increased power and in- 
fluence in their hands. Labour thus wins more 
efficient advocacy ; and a great step is made in 
the direction of human material happiness ; for those 
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that have find they can no longer tyrannise over those 
that have not. The remuneration of labour is thus 
more likely to attain to a true level ; a level in truer 
economic relation to the sacrifice mada And in such 
case the more the hope for the labourer ; the greater 
the incentive to him to resist and overcome the pro- 
verbial human aversion to exertion. 

But with this increase of influence there enters the 
inevitable tendency to overreach which we have 
seen result in the phenomena of strikea It is to 
free-trade we can look with most confidence to resist 
the waste of labour resulting firom this suicidal non- 
use of it. Free trade implies the competition of 
other labour and other commodities, and thus intro- 
duces a powerful sanction against the misuse of so 
double-edged a weapon as strikes. Thus free-trade 
tends to secure a right level in the remimeration of 
labour which shall, on the one hand, prevent unpro- 
ductive labour, and, on the other, non-use of labour ; 
thereby insuring, both to those that have and to those 
thathave not, that sufficiency of** stored work," which 
is the due reward for any sacrifices they may maka 

Briefly it may be remarked that free-trade does, 
under present conditions, allay and prevent waste of 
capital Competition prevents its improductive use; 
and in an atmosphere of the true conditions of trade 
speculation of the wrong type and all unwholesome 



282 Proposed Remedies 



manipulations of capital meet with conditions moBt 
uncongenial to their presence. Neither is capital 
hoarded in idleness, for the productive surface is 
enlarged to the greatest possible limits ; and when 
one investment turns out unprofitable others are 
accessible, and there is no necessity to shut up capital 
for want of better opportxmities. 

Thus the partial realisation of free-trade insures a 
proportionate amount of the benefits of an absolute 
realisation. Enthusiasts have hoped that the essen- 
tial truths of free-trade must some day break upon 
all the world with the force of new and irresistible 
light. And they hold that for a community to 
struggle as the harbinger of this saving doctrine is 
at the least noble, even if it be not profitabla And 
one of the main arguments in support of this plea is 
the plain &ct that, at all events, protection is no 
better preventive or remedy of productive depression. 
Even if it could be held that partial free-trade is no 
cvu^, yet to this contention it can be, with logical 
force objected, neither is protection. Thus the wit- 
nessing to this new gospel does not any the more 
involve martyrdom than does the upholding the old 
faith. But, beyond this, we have seen that though 
protection is not a better cure than partial free-trade, 
nevertheless partial free-trade is a better cure than 
protection. And thus that, though the upholding of 
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the old faith involve death and destruction, the 
embracing the new faith secures life and preservation. 
Partial free-trade will not absolutely prevent the 
recurrence of commercial depressions ; and for the 
main reason that it is not universal But it is found 
to mitigate every one of the conditions of this evil 
state of things ; and to be capable of indefinite 
expansion in its useful influence in this beneficial 
direction. 



CHAPTER XIIL 

EFFECTUAL REMEDIES FOR COMMERCIAL DEPRESSION. 

§ 1. Free- trade the right batds — § 2. Thrift, honesty, and 
knowledge the right instruments to national prosperity. 

§ 1. Free-trade the right basis. — We have reviewed 
in order the policies regulating productive energy, 
including the positive pole of protection, the negative 
pole of partial free-trade, and the intermediate mea- 
sures falling under the term reciprocity. We have 
seen how far, under the present conditions of civilisa- 
tion, they succeed in the task marked out for them. 
It remains, then, to consider what practicable policies 
are most desirable to secure the end sought. And if 
we first consider what is generally true, we shall be 
the better able to exemplify such principles by the 
particular case of England's prospects. 

We have seen that in so far as the absolute 
principles of free-trade are encroached upon, in so feur 
are the best conditions of productive energy ham- 
pered. And though under present conditions abso- 
lute free-trade is an impossible panacea, nevertheless 
the pilot who knows the route to productive pros- 
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perity unhesitatingly sets down the course as free- 
trade. Blowing away from this haven of prosperity 
will be met the dangerously balmy breezes of pro- 
tection. But the State which shall for a moment 
yield to their influence and run off its true course, 
wiU find itself rapidly losing groimd in its voyage 
towards prosperity. Yet these headwinds are sure 
to be encoimtered, and they must often be met by 
the seamanlike expedient of tacking. Circumstances 
over which we have no control ; the perverseness to 
reason of the average human intellect; the short- 
sighted selfishness of individuals and classes ; — these 
may baffle us in our direct course ; and we may have 
to adopt that zigzag route which the good ship 
foUows when beating to windward : now forced from 
our direct course by the obstruction of some coimtry 
setting about its own destruction by the means of 
protection ; now forced from our direct course by the 
obstruction of some country lead off by the misleading 
pleas of reciprocity : yet each tack places us nearer 
to port ; we yield no imnecessary inch of our course. 
We have a compass that can be trusted, and in the 
teeth of imfavourable gales and in misleading fogs we 
must keep the head of our good ship ever as near as 
may be to our true course — ^free-trade. 

We have grouped the conditions under which 
commercial depressions become fact imder five heada 
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And under five heads we will now pass to consider 
their true preventions. 

§ 2. Thrift, honesty y and knowledge the right instrur 
ments, — Aswith the individual so with the community 
at large, it is at once producer and consumer, and the 
true basis of industrial success is an economy which 
shaU be equally prominent in consumption and in pro- 
duction. We are always proceeding on the ground 
that, in the material world, man is working all the 
good he can out of nature. What his eJBTorts store to his 
conmiand for future use, is capital. And the general 
principles which insure a due and proper use of this 
stored energy, may be set out under the three terms, 
thrift, honesty, prudence. A community will reap 
the profits of capital in proportion as it enjoys these 
three attributes. The formation of the national or 
prevailing character has everything to do with this. 
On the one side, we have morality, and, on the other, 
science, on the one side we have education and cul- 
ture, on the other, instruction and information ; on the 
one side we find our aid in religion, in sentiment, in 
learning; on the other, in business, in technical 
instruction, in skilled training. To insure a due 
application of its capital as well as of its labour, and 
so to avoid their waste, a nation must rear among its 
citizens perseverance, honesty, and knowledge. Those 
who have command of capital must be educated to a 
habit of application to the pursuits of this life which 
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shall involve as little waste as possible ; to a steadiness 
of purpose proof against all alliirements and inclina- 
tions to stray into side paths ; and to a self-restraint 
ready to baffle such temptations as leads to vicious 
speculationa These are the preventive qualities 
necessary. Yet no less necessary are a right en- 
thusiasm or well-balanced spirit of adventure ; a 
boldness which shall at once lower all obstacles that 
oppose progress along the right path, and also enable 
those in command of capital to penetrate into fresh 
regions to carry on their legitimate enterprisea 

A second class of attributes is equally necessary if 
the success of the use of capital is to be lasting. 
These fall under the somewhat comprehensive head 
oi honesty. The man that would succeed must be 
true to himself and above all true to those with whom 
he has dealings. All sham and shoddy, however 
profitable until discovered, are certain, so history 
tells us, in the end to bring the sources of their origin 
into commercial contempt and so to material failure. 
It is to such dishonest application of capital that 
many manufacturers have owed their ruin. 

Knowledge is, however, the one great instrument 
to the prevention of the waste of capital. But it is 
a power very difficult of acquisition. It is a know- 
ledge which embraces the productions and the needs of 
other lands ; which includes that particular experience 
which a deep study of statistics gives ; and which 
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embraces a perfect comprehension of the modes not 
only of production but also of exchange. The 
technical education of the manufecturer of every 
type of product, of the merchant or exchanger 
of every type, of the carrier of every type — ^this is 
the prime need of a community that would not waste 
its capital And in proportion as knowledge and 
morality and perseverance flourish among the capi- 
talists of a community, in similar proportion will the 
best use be made of its capital 

When we would insure to a commimity the best 
value of its labour, we must remember that labour is 
peculiarly an individual product — each article supplied 
differs from the other in kind — essentially is it hetero- 
geneous in character. The main desideratum is that 
so large a proportion as possible of this supply reach 
to a certain standard of value-in-worjc Labour is 
placed in the market in the individual form of the 
labourer ; and the object to be sought is that each 
labourer attain to a high standard of perfection in 
his own calling. Again, there is pressing need of 
morality. Perhaps one of the most sure roads to 
discredit and consequent loss of employment is that 
species of scamping which is far from unknown in 
many centres of industry : which follows the motto 
that bad work means more work ; and that all things 
are lawful that are " good for trade. " There is no 
worse stage possible below that where the workman 
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endeavours by bad work to rob the commodities of 
qualities which imply endurance, thereby hoping 
for more employment in replenishing their places 
with new. From this lowest type work rises through 
many gradations of dishonesty, every one of which 
implies so much labour wasted, and eventually so 
much discredit thrown on the workman's powers. 
Nothing can be more banefiil to the commercial 
success of a community. Yet almost equally vicious 
is another phase of immorality which assumes the form 
of an alluring idleness. This i^ a sure sign of ineflfi- 
ciency on the part of the workman, and usually 
comes prominently forward in " good times ;" a rise 
in wages and concomitant fall in prices give to the 
labourer the necessaries of life at smaller exertion. 
Thus there remains over a great temptation to less ex- 
ertion. Because he finds himself well off as a consumer 
he commences to remit his exertions as a producer. 
And, with the short-sighted earnestness of those who 
themselves have not mastered the truths of political 
economy, Trades Unions seek not for higher wages 
but for shorter hours as the one desideratum. This 
realised power exercised awrong by the labourer, adds 
another element of uncertainty to that great factor 
of production — labour. It is one of the inherent diffi- 
culties of assured productive progress that labour is 
naturally uncertain in supply. The amount actually 

u 
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present in the local market is the actual supply 
available. In its very nature it is not capable of 
ready transferrence. And to add to this natural 
drawback the artificial uncertainty of a capricious 
idleness, is to rob the community of one of its main 
sinews of industrial success. 

Nevertheless, the rewards of labour are low when 
compared in the scale of the distribution of wealth 
in a community. The ranks of labour become thus 
swelled by those who, fix)m one cause or another, lead 
what is known as a " hand-to-mouth" life. There is 
little capacity to tide over bad times, and when good 
come there is less endeavour to do otherwise than 
enjoy to the fiill the passing simshine. Thus it 
becomes a main duty of an industrial community to 
oppose this particular evil. " Abstinence" has been 
proved to be the one great assistant in this cause ; and 
it is of special value in regard to the proper manage- 
ment of labour. Thrift is the main instrument by 
which the labourer, rising above a mere hand-to-mouth 
life, becomes an independent worker in a community ; 
a worker attracted to every form of reliable steadiness 
by the fact of being superior to the actual wants of the 
moment. That Friendly Societies accomplish much 
good in this direction is palpably evident. Their at- 
tractiveness, in other words, the scope of their good, 
often depends on what the thoughtless term a waste 
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of their funds in ceremonies and festivities ; but such 
expenditure is the beneficial advertisement of really 
good things, and it is in addition a relaxation and a 
cheering pleasure to a life that sadly needs such good 
cheer. Of a cognate tjrpe are the inducements to 
thrift offered by such institutions as the Penny Banks. 
That they are means that achieve their end is to be 
seen from the fact in Mr. Bartley's London Penny Bank 
no less a sum than £164,000 has been deposited in 
the three years of its existence. The institution has 
not yet, of course, become universally known ; yet 
these deposits are all in small sums, a vast proportion 
bemg of one shilling and under. This sum, then, 
represents an enormous leaven of thrift instiUed into 
the labouring classes. Those who enjoy the larger 
prizes in the distribution of wealth can in no way 
better insure a due enjoyment of their winnings or 
their luck than by fostering such institutions by all 
means in their power, for they tend ultimately to 
enrich the community, by doing away with one great 
factor of productive backsliding — waste of labour. 

Knowledge is necessary to the proper application of 
capital ; it is indispensable to the proper application 
of labour. National aptitude for any particular 
branch of productive industry is often nothing more 
nor less than an inherited education in its details. 
The technical skill of the Glasgow engineer or the 

u2 
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mechanical ingenuity of the American, are examples 
of what education, proceeding on soimd lines, may do 
to educe latent qualities and capacities. And there 
are two branches of profitable eflfort in this direction : 
the one is to give the labourer due opportunity, and 
the other is to lead him of himself to make use of 
due opportunity, for the acquisition of knowledge. 
Waste of labour is greatly caused by want of know- 
ledge. And want of knowledge is readily remedied 
in endless forms. Schools for the young, classes for 
the older at times convenient, exhibitions of technical 
interest, are among the means to this end. The 
energetic producers of the colony of Victoria set 
much store by their Juvenile Industrial Exhibitions, 
in which every exhibit is the work of persons under 
age. Such exhibitions are of high use, inasmuch as 
they turn the pliable mind of youth along the paths 
of inquiry and emulation. It is this increase of 
technical knowledge in the labourer which must 
insure a more proper application of his energies, and 
by obviating waste of labour the steady profits of 
productive energy are assured. The caring for tech- 
nical skill develops any latent ingenuity in the ranks 
of labour, and the community which sets most store 
by such action is the community which sujBfers least 
from the waste or misapplication of the exertions of 
the labourer. 
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Production and consumption are signally dependent 
on the bounty of Nature. We have seen that the 
human intellect has as yet failed so &x to pierce the 
secret of Nature, as still perforce to suffer from what, 
under the cloud of such imperfect knowledge, is 
regarded as her capriciousness. It is the late survival 
of that anthropomorphic comfort of ignorance which, 
in a less enlightened age, set earthquakes down to the 
human wrath of Poseidon. We have seen that the 
practical alleviation of this undeniable, even though 
unexplained, fact is the increase, so fex as possible, of 
the area of supply. The food that enables man to 
work, and the raw materials that give him the where- 
withal upon which to set to work ; the material and the 
efficient cause, Aristotle would call them ; these he de- 
rives directly from Nature. The community must then 
endeavour its best to extend the area of its supply. 
Minor means to the same end are foimd in the in- 
crease of a knowledge of Nature ; this enables man 
piecemeal to rescue to his own command successive 
natural domains, previously, so far as he could ex- 
plain, in the hands of that capriciousness of which 
we have spoken. Mining, in its many branches ; the 
vast chemistry of agriculture ; the physiological lore, 
which opens out the secrets of animal and vegetable 
growth ; the science of meteorology, which is already 
rapidly determining law after law in that emblem of 
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capriciousness, the weather ; and even the temporally 
despised science which treats of the physical influences 
that the planets of the solar system exert on the 
earth. These are some of the heads of knowledge, 
the successful pursuit of which are of invaluable 
aid to increasing man's knowledge of nature. 

But when we say that the area of supply must be 
enlarged, we are at once brought face to face with the 
fourth group of conditions, which seek the extension 
of markets. At the market there must be exchange ; 
and further, there must be exchange of equivalents. 
In other words, for what the producer parts with in 
the market he will receive something of which he can 
make use. He will be supplied. And the wider the 
market for his products the more can he depend on 
selling, and at the same time the larger will be his 
area of supply. The commimity that would succeed 
in this respect must be perpetually ready to open up 
new markets and to keep hold of the old ones, more 
especially when they exist in centres of increasing 
populations. Luckily, the community is aided greatly 
by the universal human desire to admire and to pur- 
chase what is foreign and new. " Omne ignotum par 
magnifico." " London made" is the popular brand in 
coimtry districts, and in the shops of any country in 
the world the most prized commodities are those of 
foreign origin. To open up new markets becomes a 
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favourite pastime with the adventurous and enter- 
prising ; and this form of human energy is sure to 
appear in every conmiunity. To retain old markets 
needs all the skill and industry of the capitalist and 
the labourer of which we have spoken. 

The fifth group of the conditions of productive 
depression, embraces that glut of markets which 
comes of over-production. The prevention of these 
evUs is matter of much difl&culty. The occurrence 
may be due to fault on the part of the producer 
or of the consumer. The producer may produce more 
then he can part with from sheer recklessness, or 
from ignorance, or from misguided reasoning ; he 
may speculate criminally ; he may know nothing of 
his markets ; he may make mistakes even with the 
best intentions. Provision against such errors is to 
be found in the morality and the knowledge we have 
advocated. Yet altogether beyond the* control of 
the producer may be the action of the consimier. 
Earthquake, war, pestilence, famine — all these have 
robbed producers imexpectedly of assured markets. 
Nor are the causes always so glaring. Thus, for the 
Christmas of 1878 there was an unprecedented glut 
of poultry in the Leadenhall market. For some 
years the supply had fallen short of the demand, 
to the consequent benefit of the producers. But in 
1878 thia good news for producei'S had spread. The 
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poultry breeders, both of North America and of 
France, determined that year on sharing in these 
profits. Large consignments of poultry arrived in 
London, both from America and from France. Two 
grave causes of error, however, existed. Li the first 
place, the producers were ignorant of the fact that the 
great poultry clearance at LeadenhaU took place the 
week before Christmas. Englishmen have a habit of 
sending their presents or laying in their stock the 
week before the busy Christmas-tide. And these 
new consignments all arrived during the CSiristmas 
week, when larders and hampers were all arranged 
for. In the second place, American and French pro- 
ducers had failed to grasp the effect of a wide- 
spread commercial depression in lessening the con- 
sumption. These two causes combined brought about 
a glut which was most unprofitable to the producers. 
Thus it appears that the main preventive of this 
group of conditions lies in the better morality, and, 
above all, the more perfect knowledge, of the producer. 
In these days, perhaps, one of the most profitable 
uses to which the telegraph has been put is the de- 
scnption of markets. Thus the producer is more 
able to imderstand the wants of the consumer. This 
accession to his powers he will make of profit to him- 
self, and to aQ, so long aa his moraUty and his tech- 
nical knowledge are not at all at fault. 
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Thus, without entering into detail, with due pre- 
vention of waste of labour, waste of capital, waste of 
natural agencies, loss of markets, and over-production, 
is it necessary that a nation duly develop a cha- 
racter and training of all its members which shall 
clothe both their production and their consumption 
with the attributes of thrift, honesty, prudence, 
skiU, and knowledge. Such a national character, 
developing in its dealings with others, in all its efforts 
at exchange, true free-trade principles, wiD possess 
the highest human security against the evils — ^in 
anticipation, in experience, and in effect — of commer- 
cial depressions. 



PART IV. 

ENGLAND AS AN EXAMPLE, 



CHAPTER XIV. 

ENGLAND IN GENERAL. 

§ 1. The good of Bad Times — § 2. England must depend on Free- 
trade and her own special superiorities — § 3. True Eoonomj,both 
in production and consumption, is the secret of Prosperity. 

We have set down waste of labour, waste of 
capital, failure of natural agencies, loss of markets, 
glut of markets, as the five heads under which the 
conditions making up commercial depressions may 
be grouped. On the occurrence of one or more of 
these five groups of conditions, there is immediate 
risk of " bad times." It is then of general value to 
emphasise, by a particular example, the actual eflforts 
needed to mitigate or obviate the possibilities of such 
conditions. And if we adopt as our particular ex- 
ample the England of 1879, we shall have a com- 
munity engaged in the exercise of productive energy, 
whose course has, over and above its general value to 
the on-looker and the theorist, a very particular value 
to the statesman and the practical man at the present 
conjuncture of aflkirs. 
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§ 1. The good of Bad Times. — The one great 
economical benefit of commercial depressions is their 
monitory power. " Bad times" break through the 
crust with which prosperity always veneers the 
subtle processes of social energy. Bad times set men 
a-thinking. The tendency of the human mind, in 
practice, even if it accord not with some theories, is to 
work by conclusions instead of working to conclu- 
sions. Individual minds have an undoubted tendency 
to leave all they can to other minds ; to adopt 
principles, not to create them; to borrow, not to 
make. No doubt in this there is a considerable 
saving of labour ; but there is a concomitant draw- 
back in the resulting danger of the adoption of 
wrong principles. In the bad times of 1878 there 
was brought to light a plentiful crop of the logical 
fallacies which are the bases of protectionism. These 
fallacies were put forward with much noise and pre- 
tension ; • and it became matter of surprise that the 
pubUc mind should so glibly and readily listen to 
these once-discarded fallacies. Correct principles 
were lying silent the while ; and it may well be con- 
jectured that had not bad times laid bare the whole 
matter, the insidious leaven of protectionism would 
have permeated the national mind to a far greater 
degree. 

Among other monitory benefits conferred by bad 



300 England in General. 

times, is the showing up of faults in a national 
system of production. They lead producers to 
reflection. When things go wrong men blame, not 
themselves, but one another. They search for soiQe 
scapegoat; and in the search they turn over all 
causes, real and unreal, actual and supposed, true 
and asserted. Vexed with bad times, the man will 
lay out for inspection the errors and faults of the 
master, and the master will deal similarly by the 
man Each will abuse the other ; but out fix)m under 
the veil of this promiscuous abuse will shine forth 
the countenance of trutL And both man and master, 
each by the teaching of the other, may recognise, 
if they will, where they themselves may amend their 
waya International exhibitions forward the same 
ends by laying bare the facts of rivalry and competi- 
tion. The prejudices and misleading contentment 
which is bred of isolation &ils to maintain itself in 
the face of open intercommunication. These lessons 
are indeed thus ofiered to the world, but they are 
only forced on the world by bad times. On the 
compulsion of bad times,, a nation will take to heart 
these lessons, and, by the exercise once more of due 
thought, entirely avert the evil and even disastrous 
consequences previously imminent. 

And in no less degree do bad times show up &ults 
in a national system of consumption. We may 
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instance the phenomena connected with prices which 
so intimately affect the nation in its capacity as a 
consumer. Adam Smith has handed down to us the 
enunciation of the fundamental law of prices. It 
survives through all mutations of supply and demand, 
and he words it as "the gravitation of market 
towards natural prices.'' These normal or natural 
prices axe those " which suffice, and no more, to yield 
to producers the average and usual remuneration 
for their sacrifices." And it is towards this that 
fluctuations of price shoidd always tend in a healthy 
state of things. But the severe pressure of bad 
times often reveals an unhealthy state of things. 
In a complex civilisation, in which exchange of 
products proceeds, as it should, with a vigour com- 
mensurate with the prosperity enjoyed, middle-men 
appear as the direct agents of this exchange. They 
are a necessary, and in every right way a beneficial, 
feature. But there is a tendency, natural with human 
nature, of which selfishness is a leading ingredient, 
to exceed and depart fi'om a legitimate position. 
From a variety of actual causes the London coal- 
merchant coidd not profitably sell his coal under 
6O5. a ton in the year 1873. In 1878 he could sell 
it at a profit at 205. a ton. In the interval, while 
the price of coal at the pit's mouth was rapidly 
falling, there was a great temptation for him to 
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abide, so long as he could, by the previous high 
prices. Bad times, leading men to consider and 
inquire into their expenditure, usually discover 
instances of this tendency of the middle-man to 
absorb most of the advantages of a fluctuation in 
price. In bad times there is often an outcry from 
the farmers, that though the prices of the carcasses 
have fallen greatly, butchers still charge the same 
to their customers for joints. In England this 
tendency has been so marked, that many an innocent 
middle-man has now been brought to suflFer for the 
sins of his overreaching fellow-tradesman. Co- 
operative stores have risen as a protest on the part 
of consumption, and an apparently enduring protest, 
against this illegitimate overdoing of a legitimate 
source of profit : and the small retail tradesman will 
have to yield his position to those larger concerns 
which must be regulated by the principles of true 
poUtical economy, and in which private selfishness 
and petty ambition have no place. These large 
concerns may fall to the direct charge of the 
consumers themselves ; or of that growing class of 
middle-men who are claiming the title of " Uni- 
versal Providers.'' But in either case the con- 
sumer will enjoy some security that the market 
prices are charged, and that the middle-man is not 
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absorbing profits out of all proportion to the sacrifice 
he makes. 

Bad times also eflfect much good by putting an 
effectual drag on the personal extravagance of a 
people, and so at once preventing much waste of 
capital This was very evident in the immediate 
effect of the conmiercial crisis in the United States 
in 1873. • A large and widespread renunciation of 
luxury and extravagance ensued among all classes. 
At the time the United States were largely indebted 
to the rest of the world. Between 1869 and 1873 
the excess of imports over exports was valued at 
100 millions sterling. But in five short years this 
state of things was reversed, a result in great 
measure due to the salutary, if severe, lesson taught 
by the bad times of 1873. The bad times of 1879 
may be looked to to teach England many valuable 
lessons. They will induce reflection and self-exami- 
nation ; lead to the firmer adoption of true principles, 
and to the acknowledgment of the weak points in the 
national systems of production and consumption. 

§ 2. England must depend on Free-trade and her 
own natural superiorities. — There must ensue a firmer 
adoption of the principles of free-trade. This alone 
is the true line of procedure. But in order to be 
able duly to profit by such procedure it must be 
remembered that, on the one hand, universal free-trade 
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is not a fact, and indeed perhaps not possible, at all 
events for the present. On the other hand, due 
regard must be given to what are England's national 
or natural superiorities of productive capacity. 

That free-trade is not universal is a fact, and the 
only alternative for England is to attempt in every 
way to extend an approach to this desired univer- 
sality. Paradoxical as it may seem, one great obstacle 
in England's path is her native superiority in many 
branches of production. Many communities resort 
to protection at the present day for the avowed 
reason that otherwise they could never compete 
with England. This gives to certain foreign vested 
interests great profit, and this high-pressure creation 
of industry only results in increased waste in pro- 
duction. The sugar bounties of America and France, 
the more they succeed the more do they raise the price 
of sugar — in other words, the more do they curtail 
their own market. Thus do these protectionist 
nations invade the English home market, raise 
prices, and eventually deprive English native pro- 
ducers of a portion of their legitimate remuneration. 
But it is greatly to the profit of those individual 
foreigners immediately concerned, even though, in 
the end, it inevitably impoverishes producers and con- 
sumers generally. Thus there is a strong party in 
each foreign community eager to press on its own 
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present productive energy. And the more it is made 
evident that any particular community falls behind 
England in productive capacity the greater the effort 
to do away with the natural inequality, even at the 
price of inevitable future ruin. 

It cannot be denied that this foreign opinion, 
which seeks to hedge itself round with bounties and 
tarifis, is right in its opinion of England's productive 
superiority. Thus, in supplying coal England has a 
natural mine of wealth not yet fully developed. 
Statistics prove that English coalminers produce far 
more coal per man than foreign miners. Again, the 
carriage of coal for long distances ib far cheaper by sea 
than by land. Holland takes four times the amount of 
coal from West Germany that she takes fix)m Eng- 
land ; but England supplies to Russia six times as much 
coal as Germany supplies. England possesses a decided 
national and natural superiority in the supply of coal 
to the whole world. Again English sugar refiners have 
successfully competed with French refiners, though the 
latter enjoy all the material advantage of a boimty of 
3O5. to 6O5. per ton. And if we look for signs we find 
that in the face of all this protective energy and 
in view of the whole of productive success, England 
has advanced further and faster than any other 
cotomunity. And there stands out the &ct that 
liberal tarifis aid the other parties to them just ai 
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much as they do England Norway, Sweden, Den- 
mark, and Belgium grant Uberal tariffe : with theee 
countries, during the last twenty years, our trade has 
increased 300 per cent. But with Germany, Austria, 
and Italy, with their far more restrictive tariflfe, 100 
per cent, is the amount of the increase for the same 
period That all this is advantageous for England 
there is of course no doubt. The completely fi^e ports 
of the Channel Islands give us a trade of £20 per head 
of their population ; the liberal tariffed Belgium yields 
us £7 per head ; but the more protective States only 
£2. Again, from the subjective point of view in the 
strictly protectionist days preceding 1846, England 
exported no more than £2 per head of population of 
her own products. Free-trade came in 1846 — in the 
succeeding decade this value rose to £3 10^. per 
head Between 1858 and 1864 it increased to £4 15«. 
And in 1873 it nearly quadrupled the protective 
results and reached the high figure of £7 15^. Free- 
trade has, as a fact, given for each Englishman four 
times the amount of wealth that protection gave. 

Her free-trade and her characteristics give England 
a national productive superiority which serves greatly 
to enhance her natural superiorities. There is every 
reason, then, for Englishmen to pursue the even tenour 
of their ways and to stand to their free-trade coloura 
But, as we have seen, their very success engenders a 
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spirit of jealous opposition in others, which results 
often in the adoption of a suicidal protectionism. 
English producers have their part to play ; they can 
trust implicity to the survival of the fittest: the 
efforts of other nations towards their own productive 
destruction will of course affect English industry in 
their course, but national and natural superiorities 
will outlive all this ; and nations which shall have 
humbled themselves by the misguided attempts of a 
selfish but fallacious protectionism, will, in the end, see 
their only chance of resuscitation in following, far 
astern indeed, in the wake of England's free-trade 
course. 

Englishmen may then trust firmly in two principles 
-fiitrade and prodaotive supelrity ^e« are 
commodities which English anviromnU in their 
totality produce with less expenditure of labour than 
other lands — these form England's wealth. So are 
there other commodities which would with the pre- 
sence of freedom fulfil the same functions for other 
lands. The wealth of all wiQ attain the highest value 
when free exchange of such commodities is established^ 
In the meantime, those nations which advance nearest 
to free exchange will insure the greatest attainable 
value to the "stock they win from nature," and 
the greatest available opportunities for winning such 
stock. 

X2 
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§ 3. True economy ^ both in Production and in Con- 
sumption^ is the secret of Prosperity. — To secure to 
productive energy its best success, we must secure to 
it its right opportunities and its right rewards. 
Right economy in production and right economy in 
consumption are the inseparable pillars of produc- 
tive success. The right ordering of supply and de- 
mand is the one necessary condition of this. As a 
producer the nation needs a due supply of material 
Whether all things are idtimately reducible to one 
element ; whether all matter is merely diflfering 
forms of one " Vril;" man has, nevertheless, to deal 
with its complex forms, and not its fundamental 
unity. In his hands he holds the power to combine 
and disintegrate these forms, and the exercise of 
this power is Productive Energy. But these forms 
must be placed in his hands, or he cannot exercise 
this power upon them. The material may be the 
chemically impregnated soil, plus the latent germi- 
nancy of the wheat seed, plus the hoarded results of 
labour represented in a plough — or his materials may 
be the cotton fibre from India, plus the machinery and 
plant from Sheffield ; or his materials may be gold 
thread, plus flowered silk, plus jewellery. He may be 
far from or close to " nature. " Equally he will need 
materials to enable his productive Swa^ig to put on a 
due ivipyua. He may produce sacks of wheat or 
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cotton cloth, or elaborate cloaks — in each case he 
will need materials — in each case he will need supply^ 

And again, as a consumer, the nation needs a due 
supply — ^but in this instance, it is supply of materials 
which may be described as the facilities of life. The 
producer exists as a consumer ; and the greater the 
ease of this existence, the greater his capacity for 
actual production. The " facilities of life" include 
food, fomiture, clothin^aJl and everything that is 
an aid to enabling the producer to set about his work 
in life. And times of distress are often largely relieved 
(though this may escape passing notice), by the fact 
that when the producer suffers the consumer often 
gains. 

It is then necessary for Englishmen to remember 
that economy in production and economy in consump- 
tion are the two inseparable ends of true national 
endeavour, if economical success is to be attained. 
And as supply is necessary to each, so is demand neces- 
sary to each. The consumer is the possibility of the 
producer, and the producer the possibility of the con- 
sumer. It may be held that A, B, c, &c. produce a, 6, 
c, &c. commodities ; but they can only continue so to 
do provided A consumes 6, c, &c. and B a, c, &c. and c 
a, 6, &c. commodities. There must be a right ordering 
of demand as well as supply. Every member of 
a community is a consumer ; and this fact largely 
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explains the popular fallacy that all members are not 
producers. It is no new thing to speak of the 
classes, " Nati consimieri firuges." But the most literal 
and bare explanation of such a class is that they 
" live on their own means." It cannot be denied that 
these " meaos" are simply stored capital, or, in other 
words, the residts of productive energy ; and these 
means are not consumed, they are expended in con- 
sumption. In other words, these profits of production 
are exerted to maintain the demand which alone 
enables the continuance of production. Such expendi- 
ture seems to be in truth a new channel of exchange ; 
such a class is like the hand that is dipped into the 
seed-bag to scatter seed. The product of past labour 
is by this means distributed for further productive 
use. Thus the true economy of consumption is no 
less a necessary consideration than the true economy 
of production. 



CHAPTER XV. 

ENGLAND IN PARTICULAR 

§ 1. Eoonomj in Production ; Prudence — § 2. Morality in Produc- 
tion — § 3. Skill in Production — § 4. Economy in Consumption. 

Economy in production and economy in consumption 
either and both urgently call for the exercise of 
qualities which may be discerned under the heads 
prudence, morality, skilL Cavillers, it is true, at 
one time were loud in their ridicule of political 
economy as a science because, as they asserted, there 
was no place allowed in it to the human personality 
as an element in production. It was maintained 
that this science treated alone of the hard and fast 
rules of wealth; and disdained to notice the inevitable 
compUcations involved by the presence of the 
human mind, and individual human natures in all 
human efforts. And that is to take an erroneous 
and misleading view of the true scope of a science 
which seeks to explain the actual Nowhere is 
this more palpably evident than in the examination 
of true economy in production and consumption. 

§ 1. Economy in Production : Prudence. — Prudence 
is a first necessity. Without prudence the producer 
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is fated to go astray. Without prudence the con- 
sumer is &.ted to go astray. The one will waste his 
energies ; the other will waste his winnings. The 
labour in either case will be in vain. The one will 
exert himself on unprofitable work ; the other will 
dissipate the gains of even profitable worL This is 
a false economy. The producer, labourer as well 
as employer, often shows sad lack of prudence. In 
most cases is this the result of thoughtless ignorance. 
There is a glut in the market; employers say we 
must lower wages and increase hours — labourers 
say no, lessen the hours, lessen the "output." The 
labourer, in the selfish blindness of non-ownership, 
forgets that unproductive plant is the equivalent of 
the proverbial stabled horse. He forgets that the 
com thus uselessly devoured is the fimd fi-om which 
his own wages are suppUed. The laboinrer, with a 
selfishness which is the leading characteristic of the 
higher forms of animals, regards alone his own im- 
mediate benefit. Selfishness proceeds blindfold, in 
no case does it regard consequences, in every case 
does it invite future disaster. The labourer, shut 
within the horizon of the short-sighted, will hold 
that fewer hours and less work means more men 
required for the work. His arithmetic is correct ; 
but logic he wots not of. He knows not tibat his true 
success rests on the fact of work done ; that the more 
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profitable work done the more there will be to do. 
Profit is the fountain-head of wages. The more the 
capitalist gains, the more capital he can set into 
profitable motion ; the more he will be desirous of 
advancing as wages. 

In all productive industries some capital is ne- 
cessary. This capital is capable of yielding profit 
in whatever way applied, provided it be set in 
motion. It is, say, invested in the plant and " fixed 
charges" necessary to the maintenance of some manu- 
factory. The interest on this sum is £50 a week. In 
other words, when invested elsewhere or used for 
other purposes, it would yield the manufacturer this 
sum. Set down the wages at the manufactory per 
week of fifty hours, at £50. Say that one week's work 
of fifty hours produces some certain commodity. 
If this be sold for anjrthing over £100 the business 
pays. But if the labourer have his way and work 
only twenty-five hours a week, there will be two weeks' 
interest on the capital to be refunded, and unless the 
manufacturer can get for the commodity the raised 
price of £150 the business will not pay, and the 
labourer will no longer get wages. Such thoughtless 
ignorance in the labourer must be cured ; habits of in- 
dustry must, in these days of schooling, be based upon 
a knowledge of such broad facts of political economy. 
And it is in England that we may most hopeftilly 
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look for this great baae of productive security — wh^e 
the people are not led, but suflfered to lead themselves. 
It is not only to the profit but is the duty of «n- 
ployers to endeavour to disseminate such truths 
amongst all classes — and the associations of labourers 
— ^the great Trades' unions — could find no more really 
profitable use of their energies and their funds than 
in availing themselves of the best opinions of thought- 
ful minds, and impressing their opinions on their 
fellows in labour. Trades' unions, mechanics' institutes, 
labourers' clubs, popular lectures, and the countless 
modes in which employers of labour have of late years 
striven to raise the tone of those they employ, can 
have no higher or more profitable aim than in dis- 
sipating this thoughtless ignorance. 

And another efiect will follow. It may be asserted 
the best prosperity is in proportion to the equality of 
the distribution of wealth in a community. Each 
member must have his fair share. Now there is a 
thoughtless ignorance^ that is not even intentional, &r 
less criminal, that is sometimes shown by employers 
as well as by labourers. And it is this which often 
impedes a due distribution of profits : and it is the 
vague and undefined knowledge of its presence which 
on occasion begets mistrust, discontent, and sus- 
picion between labourer and employer. At once 
the harmony of common effbit is upset, and its pro- 
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Stable issue gravely imperilled. Instances of this 
frequently occur. The exports of some trade fisdl in 
nominal value ; the unthinking look for a reduction 
in wages ; yet there prevails a dim consciousness that 
the profits of the trade are nevertheless on the in- 
crease : this may result, for instance, from a fell in 
the price of the raw material : and if this fall be 
not attended to by the employers in their relations 
with their labourers, sooner or later the fact will pro- 
trude itself and confidence be upset. 

But an enemy to prudence, even more hurtful 
than thoughtless ignorance, is the want of thrift. 
People are even more prone to waste their winnings 
than their energies. And yet to waste winnings is 
to lessen their value. Professor Leone Levi, in the 
Times, thus words the conclusion to which his ex- 
tensive knowledge has brought him : " In no other 
country are wages more liberal, but in no other 
country are they more wastefully used than in the 
United Kingdom." The coalminer indeed will do 
all in his power to raise wages, but when he spends 
half of his week's earnings in champagne he will never 
own that he is himself lowering his wages by one- 
half There are distinct means already in existence 
working to this desirable end. Mr. Hartley's Penny 
Banks and the Post Office Saving Banks endeavour to 
prove, by the solid accumulations of small increments. 
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the benefits of thrift. Such institutions as the 
Parochial Mission Women's Association seeks to col- 
lect savings locally by inviting the poor to trust their 
pennies in safe-keeping. In twenty years by this 
particular agency, no less a sum has been rescued 
from indiscriminate waste than £150,000. And this, 
comiBg from the poorest of the poor, represente a 
large amount of the wages of labour rescued fix)m 
annihilation. Friendly societies and all such clubs 
are likewise of great material aid in staying this 
waste. Above all, these and all kindred institutions 
are invaluable by the aid of the examples they 
aflford. Every movement in this direction is of the 
highest national benefit. The wealthy, more espe- 
cially those whose profits are derived directly from 
employment of labour, have no more profitable call 
on the charitable side of their duties than the further- 
ance of all measures which shall instil and foster a 
national thrift. 

Yet another form of prudence is that which seeks 
to engender the confidence of knowledge. Both to 
employer and labourer is this of the highest impor- 
ance. Trust in the future is the one guarantee of 
calmness in the hour of danger or distress. Knowledge 
of the future is the one guarantee of foUowing^ the 
right course through bad as well as through good times. 

All men can prepare only too well for an extension 
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of activity ; few can seriously set about meeting 
shrinkage. This latter destiny is most often faced 
simply as a disaster, and with the callous yielding of 
despair. Yet the signs of coming shrinkage are even 
more palpable than those of inflation. The cotton- 
trade in 1878 is a most instructive case in point. A 
knowledge of facts reveals that in that industry 
in England shrinkage rather than increase is 
the probable fixture prospect. In 1850 there were 
twenty million spindles profitably employed in Eng- 
land. Ten years ran this total to the great height of 
thirty millions. The next twenty yeaxs had added 
only another nine millions ; and good authorities 
agree that 25 or even 30 per cent of this machinery 
was, in 1878, not in profitable employment. It 
is known that since 1860 very little increase has 
taken place in the amount of cotton-cloth disposed 
of It is true there are markets still open, and there 
are markets in prospect, but there is the converse 
fact that Englishmen are no longer the sole pur- 
veyors. England, in the first half of this century, 
practically supplied the world with cotton gooda 
The United States, indeed, put in an early appear- 
ance in competition ; but her " Great War" put her 
out of the field once more for some time ; and it is 
only of late years that she has again come near to 
her former position. She has advanced to some 
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effect : and chiefly for the reason that, while forced 
to abstain from competing with us as a producer, 
she, in addition, became a great consumer. For this 
she must needs pay by some day turning producer. 
And accordingly in 1878, the United States takes 
only one-quarter of what she took twenty years ago, 
and there is prospect of this particular market still 
further failing English producers. Again, the con- 
tinent of Europe is commencing to make appreciable 
efforts towards supplying itself ; and the same is the 
case with India. 

Now a knowledge of these facts is necessary to 
prevent further waste of productive power. Instead 
of steering the vessel with the eye steadily fixed on 
the successes of the past, the producer, facing the 
present and the future, will see he must transfer his 
redundant energies and powers to other fields of 
production, rather than sink them in the thankless 
and unprofitable task of hopeless competition. Such 
transference of effort is a mode of true economy in 
production, and it arises in confidence begot of know- 
ledge. This will cheer and not depress; this will 
brace and not palsy the productive energies. 

This confidence begot of knowledge is most valu- 
able when loss of markets has to be faced. The 
Germans close their markets to the entrance of the 
rest of the world. Knowledge tells us that the very 
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first and immediate effect of this is an enhanced price 
in Germany on all ironwork of no less than 15 per 
cent., imposed by the *' protected" ironmasters of 
Germany. This rise in price at once enables foreign 
competition in* some measure to enter the market. 
The Grerman nation, taxing itself in order to keep 
out foreign competition, gives higher prices for its 
commodities than foreigners obtain elsewhere; and 
out of this enhanced price foreigners can pay the 
duty or price of entrance through the barriers of 
protection. Whether all this benefits the Grerman 
or the foreigner is no very obscure problem* 

Another example of the use of this knowledge is 
seen in the recognition of the fact, that the greatest 
economy in manufacture is to work machinery to its 
fullest powers ; for this involves the obvious di-aw- 
back of the consequent risk of a surplus of commo- 
dities. These commodities, if they are sold in the 
*' natural'' market, must be sold at less than cost 
price. Knowledge reveals two profitable methods 
of such forced sale. In the first place, by the kind 
aid of protection in other lands, these commodities, 
even after paying high import duty, can be sold at 
a price that can successfully compete with the prices 
in the protected market. And, in the second place, 
it often " pays" to sell such surplus " at a sacrifice," 
by way of advertisement. This becomes, imder 
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certain conditions, a legitimate method of opening 
up new markets. American meat and American 
tools, the surplus of a glut in the home market, 
advertise themselves in the English market, chiefly 
by means of their abnormally low prices. But, when 
once established in that market, the ensuing regular 
demand makes them no longer surplus products, and 
their prices inevitably rise ; yet they have won for 
themselves recognition in a new market by making 
due use of an otherwise useless surplus. 

Perhaps the most notable instance of the use of 
this confidence begot of knowledge is in the case of 
agricultural depression. Land-owning in England, in 
1879, is not a profitable industry ; and land-tilling i8 
m no better way. Free-trade has flooded England with 
wheat, and is largely supplementing her home-grown 
supplies of all other foods. The direct products of 
the soil are falling in price ; consequently they must 
be produced saleable at low prices if the industry is 
to continue. England possesses, without doubt, all 
the natural qualities for agricultural success, even in 
greater degree than other lands ; and these have a 
" natural protection," in the fact that other lands have 
to add cost of carriage to cost of production. And 
free-trade England has the further advantage that, 
in the failure of the assistance of nature in any one 
branch, at once from abroad there comes a supply to 
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remedy the deficiencies of that particular commodity. 
Again, good agricultural land Ls probably cheaper in 
England than in any other fully populated country. 
Thus, in England, there is every condition of success 
80 far as Nature is concerned. 

The fault lies with man. The question of the 
possibility of cheapening agricultural products seems 
very much to depend on the fact that the system of 
labour still in vogue is that of olden times, when 
conditions were altogether diflTerent ; when the 
population sununed up barely one-third of its 
present total ; and when rigid protection still 
deprived the population of the benefits of the 
bounty of Nature in other parts of the world. In 
England land becomes owned by those who from 
sentimental and traditional reasons desire to become 
landowners. The first object of every Englishman who 
has made a way for himself in the world has always 
been to follow in the steps of previous successfiil 
Englishmen, and become a landowner. Thus the 
land comes to be owned by men who have no direct 
desire or intention to make the most of it. This fact 
of ownership, it must not be forgotten, is one of the 
most beneficial features in the national life; this 
class of landowners forms the backbone and sinew 
of the staid " solidarity" of English history. And 
although the landowners do not make direct use of 
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the soil they own, they do hand it over to others to 
utilise for their own purposes, demanding a rent 
which is far below the profits of the same capital if 
invested in other undertakings. This system of 
landowning on a residential, rather than on an in- 
dustrial basis, is at present fiirther burdened with 
certain evils incident to that life-ownership of 
tenantry-in-tail which forces men to live on land 
they have not the wealth properly to develop, or 
the liberty to part with to others. 

The production of agricultural commodities is in 
the hands of the tenant-farmers ; and they in their 
turn employ agricultural labourers to aid them. 
Both these latter classes have worked on the 
ground of mere subsistence at the least possible 
sacrifice; though the term ''mere subsistence'* im- 
plies, in the one case, a pony-chaise and luxuries of 
education, whereas, in the other, its connotation is 
little else than the staving off of hunger and weather. 
The tenant-farmer trusts to good seasons for the 
profits which shall carry him through bad. He will 
also adopt the rough-and-ready method of a variety 
of crops as some insurance against the imcertainty 
of the seasons ; and if rain destroy his wheat he will 
know that it is fatting his swedes ; and if the latter 
lack moisture he will rejoice that his wheat is 
ripening welL And, on the whole, he will take 
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things easily. If he have ambition, it will expend 
itself on extending his holding as much as possible, 
so as to increase this comfortable variety of supply. 
This is personal, not scientific, farming; and it is not 
making the most of the bounty of Nature. It is a 
course that insures a rough independence to the 
farmer and his family, and it insures to him 
personally a hfe of superintendence ; a life specially 
inviting to all men. But he will prefer grass to 
plough ; ease to toilsome enterprise. And the 
agricultural labourer of the present day merely 
seeks to do as little work as possible, and get as 
much as possible for so doing. He has no interest 
or share in the profitableness of his work ; no 
anxiety or responsibility for the failure of its results. 
His application of labour is purely personal, and by 
no means scientific. 

But there are remedies for these things. The 
labour, both of brain and muscle, given to the soil^ 
must be incited to the best exercise of its abilities. 
It is acknowledged that, theoretically speaking, large 
farms and the consequent scientific agriculture must 
give the best economic results ; but it is none the 
less true that nlost excellent actual results follow 
the labour of the proprietor in his own soil. The 
fact is, science is of little profit without the willing 
and intelligent co-operation of man. The keen spur 
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of competition is driving the agricultural industiy 
in England to reform itself according to the needs 
and lights of the day. Landowners will be led to 
increase the productiveness of their land ; they may 
seek this end by giving greater encouragement to 
their tenants ; by instituting conditions of tenure 
more favourable to the encouragement of high-class 
agriculture ; by agreements and leases which shall 
encourage and not hamper improvements and outlay; 
and there are remedies for the evils of the entail sys- 
tem : or they may devote more perscmal and direct in- 
fluence to the worky and in greater measure associate 
themselves with the actual working of their own 
land. Farmers, for their own benefit^ must give up 
seeking to tide over the uncertainties of Nature, and 
the troubles of labour by extended " earth-scratch- 
ing/' and set themselves resolutely, by concentrating 
their energies on lesser and more manageable areas, 
to win the higher profits of a more economic system 
of agriculture. They must also set about the better 
supply of such commodities as eggs and the rest of 
the good things that in recent days have become so 
much cheaper when brought all the way from France 
than when produced on English farms. 

But, above all, the labour question must be dealt 
with. The agricultural labourer must be raised out 
of his present position. He must be given some 
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impulse to more sustained and intelligent work. In 
many cases this end may be attained by means of 
a modified form of co-operation which shall, by 
offering facilities for the investment of his savings, 
give to the labourer a share in the profits of his 
labour. But in the main he must be treated by 
means of wages. The wage-earner is, and always 
must be, by virtue of his associations and by cha- 
racter, less advanced in knowledge than is desirable ; 
and though he would eagerly share the profits 
accruing, he would never be brought to acknowledge 
his share in the losses. Wages themselves are, in 
short, a sign of this. In return for receiving them, 
a large portion of mankind is content to leave all 
risk, enterprise, profit, and failure to the rest of 
mankind; and deems it sufficient for itself to 
receive a certain present profit of hard cash, the 
sum of which it allows is most properly not so 
great a meed for its exertions as if it included the 
uncertainties of the future. Piece-work and a more 
vivid and exacting discrimination in the adjustment 
of remuneration, between good and bad work, between 
energy and sloth, between skill and ignorance, are 
practical means of forcing on the labourer the 
fact that the value of liis labour to the employer 
is not merely so much time, but so much result. 
Agriculture, thus proceeding on a truer economy. 
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with the ensumg cheapness of agricultural products, 
will be enabled successfully to compete with the 
imported food supplies which are now driving it to a 
renewed life of more durable and scientific vitality. 

§ 2. Morality in Production. — Morality plays an 
important part in the true economy of production 
and consumption. Immorality and commercial de- 
pressions are joined to one another in a circle. On 
the one hand, immorality in production brings about 
some of the conditions of conunercial depression, and 
these in their turn induce immorality in production. 
When we are told on high authority " unfortunately 
the English stamp is no longer the sign of the 
genuine article ;' when we hear of merchants who, 
from an excess of the speculative or ambitious spirit, 
are finally forced to a desperate mode of business, 
and even induce manufacturers to supply them with 
fictitious commodities ; we see at once a blow irre- 
deemably dealt to one outlet at least of the products 
of national industry. 

Again, in the very presence of severe depression, 
those who have profited most are generally only too 
eager to alleviate the distress of those by whose aid 
they have themselves been elevated. Those most 
charitably disposed are those most susceptible, and 
most liable to allow their goodness of heart to get 
the better of their judgment. And, oftentimes, in- 
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stead of relieving distress, their eflTorts result in 
becoming mere premiums on idleness, mere reim- 
bursements on reckless expenditure. These good 
men invite wage-earners to enjoy to the full the 
squandering of wages while wages are being 
earned by holding up the certain inducement of 
gratuitous help when wages cease to flow. There 
can be no more sure and certain road to the 
utter demoralisation of a class such as that of the 
wage-earners, which, by its ignorance and compara- 
tively low intelligence, is specially obnoxious to 
such plausible influences. 

The English poor-law system has, indeed, been 
described as a unique national institution for the 
discouragement of thrift in that very section of the 
community in which thrift is least likely to appear of 
itself It is true the English labourer has a most 
proper contempt for the " workhouse ;" a contempt 
which, on the introduction of a similar system into 
Malta, the Maltese labourer was not found to have 
for the " Ospizlo ;" but the English labourer, the more 
he looks forward, the more he reflects — the more, 
that is, he comes under the influence of the condi- 
tions in which thrift is possible and probable — the 
more does he recognise the fact that, after all, the 
only sure and unfailing prospect for him or his family 
is the workhouse. He may starve on his wages ; he 
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may starve on his savings ; but he cannot starve in 
the workhouse. In many instances^ in spite of the 
wholesome and widespread national feeling of inde- 
pendence, there must present itself the question. Why 
save, why work ? And this question must press 
itself with special force in those " bad times" when, 
with work in full swing, the labourer finds himself 
no better off materially than were he in the work- 
house. The hypothetical suppression of workhouses 
has been put forward with some pertinence. In such 
case, it is asked, would not the labourer be forced to 
greater exertion of production and of abstinence ; his 
desire for wealth would be stimulated at the expense 
of his evil love of ease ; in position and in character 
he would improve vastly : he would become a pro- 
pertied, a respectable, and in every respect a more 
efficient member of society. The city of Lisbon, at 
no very remote date, was known as the city of 
beggars : all its passages and places were thronged 
by the able-bodied as well as the maimed, basking iq 
the sun and deriving precarious sustenance from the 
charity or convenience of passers-by. An astute 
minister, however, presently devised an institution 
known as the "Asylo." Whoever asked ahns in 
public was, ipso facto ^ condemned to the " Asylo," 
and there had to work for his living for a period. 
The consequences were immediate; and the idling 
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noisy beggars of the market-place transformed 
themselves forthwith into porters and labourers and 
boatmen. A similar effect, a similar development of 
energy, it is said, would follow the abolition of the 
promiscuous alms-giving of the workhouse. 

Any system of State poor-relief has to struggle 
against rewarding sloth and vice with that generous 
aid they are only too ready eagerly to usurp, but which 
is in truth the highest moral due of misfortune and 
sickness. It seems only too true that any system of 
poor-relief which insures future benefits is bad in 
principle, if we regard its actual effects ; for it can 
but induce a vicious trust in eventual aid. The 
honest and the industrious will shrink from even 
momentary thought of the workhouse ; but the 
prospect of this sure haven is the entirely vicious 
support of immorality and idlenesa Yet so hard is 
it to discriminate, at the time, among antecedents, 
that the very fiswt of its being good in the one case 
almost renders it a necessary evil in the other. The 
great remedy for this at the present is the multiplica- 
tion of substitutes ; such are Friendly Societies and 
all such organisations that lead men, while in working 
order, to prepare for the eventualities of a less lucky 
future ; but to foimd their preparations on their own 
exertions. It may be suggested that were a portion 
of the poor-rates actually granted as State subsidies 
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to the various Friendly Societies, the balance of good 
effect would be great. At the present day, at all 
events, the unsatisfactory condition of labour is very 
largely due to the premium set on sloth and " un- 
thriffc" by the open doors of the workhouse. 

When we find immorality and commercial depres- 
sions thus proceeding hand-in-hand, we also discover 
the favourable part of the concomitant existence of 
monitory conditions of peculiar force. For instance, 
in times of depression, the baffled spirit of honest 
enterprise can vnth effect declaim against the im- 
morality which has brought distress on all. The reck- 
less speculator, the dishonest trader, the demoralised 
workman, can no longer afford to smile at the denunci- 
ations of the righteous ; for the community, brought 
to its senses by distress and anxiety, is in no humour to 
pass over faults and sins. Thus times of depression 
come to exert a wholesome influence in yielding fix)m 
time to time opportunities for the checking of immoral- 
ity. They may thus be made good use of to destroy 
gradually one of the conditions of their appearance. 

And of the means to this end there is, perhaps, 
none of greater power than the influence possessed 
by the clergy. We have here a body of men in the 
aggregate boasting better trained intelligence than 
any other body in the community ; possessed, too, of 
proper enthusiasm in their work ; and enjoying a 
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professional position which makes them the recognised 
and trusted advisers of every class of society. The 
clergy form, as it were, an independent chain, ex- 
tending through the whole of society and forming 
oftentimes the only recognised link between some 
of its grades. They are known to be students of 
the best thoughts and ideas, and exponents of the 
highest principles and deepest learning of the day. 
Workmen see in them the personal advisers of the 
capitalist and the landowner ; and yet the rich know 
them to be intimate friends of the working-man and 
the poor. They thus have it in their power to oil the 
wheels of society ; and so to add vastly to the efficiency 
of the whole machinery of national production. They 
can preach morality and kindliness and the pursuit 
of knowledge to the rich and the employers of labour. 
They can preach thrift and self-help to the labourer. 
They can set to work in their parish, with the rich 
and with the poor, to secure the active existence of 
local branches of such valuable institutions as that 
new, but none the less eminently useful. National 
Thrift Society. In endless ways the clergy may prove 
of the very highest economic use, and go far to in- 
creasing the material well-being of their parishioners. 
And this must needs prove the most powerful 
and practical foundation on which readily and easily to 
build up the moral well-being of their cures. 
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The labourers, too, amongst themselves, by com- 
bining, seek to improve their condition. But in the 
late history of these efforts there is lamentably 
evident the lack of knowledge and of a properly in- 
telligent spirit. Trades Unions seem to have devoted 
the greater proportion of their energies to exactly 
the wrong purposes. In many ways they have 
succeeded in impairing the efficiency of labour ; that 
is, in other words, they have succeeded in curtailing 
the profits of labour. They have opposed piece-work ; 
but piece-work is the real base of the only sound 
theory of wages ; which makes them depend on the 
quantity and quality of the work done ; and thus in- 
cidentally induces that intelligent interest in his 
work which not only cheers the labourer in his labour, 
but adds vastly to the value of the product. Their 
tendency has been to reduce all emulation, and so to 
bring about one dead-level of work. Better heads 
seek, by educational and other means, to raise work 
to as high a level as possible ; but Trades Unions, by 
stifling emuls^tion, force the skilled workman to fell 
back to the lower and far less profitable level of the 
stupid workman. And yet it is competition and emu- 
lation which are known so largely to improve capacity, 
and moreover to give intelligence and ability their 
due reward, and so to encourage and cheer labour 
with the bright example of labourers risen to affluence 
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by the exercise of their own good qualitiea Trades 
Unions have a vastly profitable field for their exertion 
in increasing the efficiency of labour and in giving 
fuU scope and opportunity to all energy and talent. 
The fi^eedomof his labour, all men agree, is the 
actual and inalienable right of man. But Trades 
Unions prostitute their energies to stamp this free- 
dom under foot. They will, for instance, force 
labourers, like so many slaves, to sit by idle and 
abstain from work with as much hopeless loss of 
liberty as though they were chained down in the 
hold of a slaver. But this is the tyranny of ignorance, 
against which education will some day rebel with 
effect. It has often been shown that the true way 
to secure for labour a proper meed of reward is the 
periodical publication of authoritative prices of staple 
materials and products. The sanction of all public 
opinion would then side with labour, and the appeal 
to the honesty, to say nothing of the liberality, of 
employers would never be in vain. In the43e days. 
Trades Unions, if they have the welfare of the labourer 
at heart, must increase and not decrease his power 
of effort and the efficiency of his work. 

§ 3. Skill in Production. — Skill is perhaps the main 
element in the true economy of production. Pro- 
duction may be described as the exertion of the 
human mind on the materials around it, in order to 
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benefit itself. And this exertion, from the very first, 
is skill To improve a process of manufaxjture, is to 
lower the cost of production. The Australian black, 
who uses a knife given him by a settler to fashion 
his boomerang in the place of the old-fashioned 
shell-scraping, has so much the more leisure to himt 
his opossums and kangaroos. The vaunted " scientific 
appliances" of the present century are the latest 
development of this skill in production. But as the 
human mind in general advances in this skill so does 
it become increasingly important that each particular 
hiunan mind be educated up to the standard of the 
age. A main lever to the manufacturing success of the 
citizens of the United States has been the remarkable 
affluence of mechanical invention. Ingenuity in pro- 
ductive works has there been largely stimulated chiefly 
by means of the easy conditions for taking out patents. 
Labour and power-saving appUances are continually 
making their appearance ; and though much time 
and labour and thought are no doubt spent on futile 
and useless endeavours, stiU a balance of good 
appears to result. This balance is indeed often hard 
to appreciate ; and much, it seems, may be said in 
favour of the opposite system of patent law pre- 
vailing in England. At the present the somewhat 
partisan statement of the case has been to the effect 
that " for a payment of six pounds or eight pounds 
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an American inventor receives absolute protection for 
his invention. In England an inventor pays two 
hundred pounds." It is true that, although this high 
English tariff may prevent much misapplication of 
energy, it does nevertheless materially stifle the 
aspirations of inventive genius. And we may thus 
welcome that recent reconsideration of our patent 
laws, in view of the extensive ramifications of 
" scientific" appliances, which had indeed become 
imperative on any government which has at heart the 
productive success of England. 

This skill and ingenuity has no greater stimulant 
and preservative than the dissemination of know- 
ledge. England is an old country, in many ways 
linked to a past when books were rarities, and when 
science and knowledge were the exclusive possession 
of a somewhat despised class. Our descendants in 
the United States and our brethren in our various 
colonies seem, however, to have been bom to life 
with books in their hands. To the traveller fi-om 
Europe, one of the most striking features of our 
colonial cities, as of those of the United States, is the 
inevitable and prominent presence of public and lend- 
ing libraries. Already, however, in the old country 
has a movement been started, which bids fair shortly 
to bless England with those opportunities of know- 
ledge which have become an indispensable portion of 
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the life of to-day. Those who feel in heart or in 
pocket the success or failure of home productive 
energy have no higher task than aiding in thus 
placing knowledge at every man's door. In Massa- 
chusetts the public Hbraries circulate annually an 
average of five volumes per head of population. 
The statistics of a Scotch manufacturing town 
give a similar average of only one per head. It 
is to be hoped that this average will rise rapidly in 
EngUnd 

Technical education is another means to the same 
end. The State is doing excellent duty in this 
direction, and this again would be a far more profit- 
able expenditure of the funds of the great Trades 
Unions than the supporting their members in idleness 
in fighting with the hand that feeds them. 

§ 4. Economy in Consumption. — ^There is skill, too, 
in consumption ; and skill that is to be acquired by 
much the same means as the skill in production. It 
is far more in accordance with the dictates of true 
science — ^if not, indeed, of common sense as well — ^for 
the wage-earner to secure the due value of his wages 
in their expenditure than to spend his eneigies in 
attempting, too often vainly, to increase their nominal 
amount. So, too, for the capitalist is it more neces- 
sary to obtain the fiill value for what he spends than 
to struggle on perpetually to obtain more to spend 
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One of the main pillars of national prosperity is the 
existence of a truly national economy in expenditure. 
For the various stations in life there are the various 
modes of this economy. Primarily it lies with 
parent, secondarily with the various more public forms 
of private endeavour, and in the last instance with 
Government, as the supervisor of these two, to promote 
national economy in consumption. Allowance has no 
doubt to be made for the vast variety of individual 
character and circumstance ; but the object to be 
attained is more or less clear and distinct — and this 
is to maintain in a community as high an average as 
possible of this economy in consumption. 

It may be well to instance as provinces in this field 
the saving of food, the preservation of he^alth, the 
management of clothing. For both high and low the 
procuring and the cooking of food is a most important 
art — over and over has it been shown that in this 
department of consumption there is a sad tendency 
to ruinous waste. Prejudice, both in the kind and 
manner of feeding, deprives endless households 
of many benefits of food. Ignorance cuts down their 
list stQl further. The remedy lies in the wider dis- 
tribution of knowledge. Science has for some time 
been making clear the relative advantages of food ; 
commerce has been popularising new types and 
sources ; again, in the preparation of food England 

z 
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has been busy with cooking schools and cookery in 
general. The good old " final cause " of woman is to 
preside over the household, and whether she combine 
all its services in her own actual hands, or simply 
superintend a vast staff of handmaidens, equally 
will her knowledge of cookery as of other household 
matters prevent waste of materials and of energy. 
This knowledge of serving food is capable of much 
complexity. There is, for instance, the valuable 
historical view. The sedge-grown fishnstews of the 
country side in England bear witness to a time when 
carp and tench occupied the place on the table which 
increased facihties of commimication have usurped 
for turbot and soles. One hundred years ago tea 
was only to be had at prohibitive prices. Now it 
has in great measure superseded the mead of our 
more remote ancestors. There are old foods, there are 
strange foods, there are new foods — to all of which 
the economical consumer by study may devote his 
energies. The wife of the labourer can make his 
wages "go twice as far;" the wife of the doctor 
will make his home twice as comfortable ; the wife 
of the millionaire will be able to make twice the 
show ; if wives be educated according to their various 
prospects to a due knowledge of scientific feeding. 
Poor and rich, hmnble and noble, all should be 
brought to a desire for this knowledge ; and so far as 
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in them lies, all true citizens will do their best towards 
the spread of this knowledge. 

And the same is true of the knowledge which leads 
to a preservation of health. Doctors can give advice, 
but they cannot make people follow it ; otherwise it 
needs no prophet to assert that there would be far 
less ill-health than there is. But the dissemination 
of hygienic knowledge is the doctors' great hope. 
The human frame is subtle and tender in its suscep- 
tibilities — at the same time, when once out of order 
it can no longer work. Dyspepsia may ruin the suc- 
cess of a newspaper through the stomach of its editor. 
Typhoid may throw the labourer and all his household 
on the parish. England has been doing much towards 
the improvement of national hygiene ; these efforts are 
deserving of the very best support of all true citiz^oa 
They enable a right economy in consumption by in- 
dicating one great cause of waste of energy. They 
add vastly to the facilities of living : they neutralise 
the evil effects of ignorance or folly. The more 
material of these hygienic efforts are in the hands of 
the rich so &r as organisation goea The erection of 
more healthy dwellings, both in cities and villages ; 
the most efficient organisation of water supplies and 
drainage ; these are the leading questions for those 
with leisure and with wealth. But the effects of such 
activity bring home to the poorei: classes the lessons 

z2 
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of hygienic science in a way that is at once practical 
and irresistible. Here, then, is more scope for those 
who are wisely bent on developing a national economy 
in consiunption. 

As an adjunct to these economies in consumption 
the art of clothing may be noted. It is in this 
province that luxury is first to show herself. The first 
earnings of the servant-maid disappear in ribbons ; 
the first profits of the speculator find their way to 
the fashionable tailor. These are the outcomes of 
two human elements, vanity and selfishness, scarcely 
distinguishable as the two are at periods of existence 
from desire and ambition. These qualities being 
fundamental characteristics of human nature must be 
allowed for ; and a true economy wUl only seek to set 
bonds to their transgressing the Umits of use and 
entering the illimitable expanse of luxmy. Care and 
thought in the management of clothing are far easier 
instilled in youth than taste and judgment in the ob- 
taining of clothing. But all these talents should be 
sought for in order that some may be obtained. Of two 
girls of precisely similar position and prospects, one will 
dress well on £50 per annimi, and another only badly 
on £150. Here, then, is a palpable saving in consump- 
tion which means the increase, by no less than two- 
thirds, of an income. There are many persons 
possessed of the true qualities of good management. 
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and it should be their object to extend as fax as pos- 
sible the benefits of their influence. The dissemina- 
tion of homely precepts aflfects some ; example affects 
others ; sober reasoning yet others ; actual control yet 
more. And this question of clothing is here introduced 
to show that even to the smallest details economy in 
consumption is invaluable to a nation. For the 
increment of these small details sums up to a total 
of a national economy in consumption which will go 
a long way towards insuring a national prosperity, 
which will do nearly half the work of guaranteeing 
to men the due profit of their best exertions. Thus, 
jfrom the very fact that economy in consumption is 
largely concerned with details which are liable, of 
their very minuteness, to be relegated to the unheeded 
limbo of the insignificant — this important basis of 
national prosperity often escapes the care and the 
notice of the scientific and the thoughtfiiL Economy 
in consumption, no less than economy in production, 
becomes thus one of the two ends to be sought by 
those who would secure true prosperity to their 
country. 



CHAPTER XVL 

ENGLAND IN HEB EMPIBE. 

§ 1. England and others — §2. Foreign States; Reciprocity bj 
Treaty — §3. The Semi-dyilised ; Opening-up Markets — §4. 

England^s Colonies. 

§ 1. England and others. — We have seen that 
England has certain national and natural superiori- 
ties in production ; and that to give fiiU scope to 
her profitable privileges of free-production she 
requires little else than the security of free-ex- 
change. We have reviewed the national or local 
conditions of these right opportunities and right 
rewards of productive energy. We now turn to the 
wider area of conditions which exist beyond the 
actual limits of the British Isles. And if these may 
be termed international, they must be held to include 
the strictly "international" which exist between 
Englishmen and aU foreigners, as weU as the "in- 
tranational" which subsist between the various 
British communities which hold so many points 
of varied productive vantage ground over the face 
of the earth. Thus are we led to acknowledge the 
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political as well as the economical element of the 
subject. 

There was an old toast of the Pitt Club, " Ships, 
Colonies, and Commerce." Its accepted signification 
was " to conquer and occupy fertile spots of the earth, 
and bind them up in one close trade with England." 
There is now a larger signification for this toast which 
the new spirit of free-trade would suggest ; and this 
may be worded " people and cultivate the earth's sur- 
face, and let those who are best able exchange from 
land to land the best products of each ; and let their 
wages be the profits due to him who supplies the 
wants of his fellows." England's mission, beyond her 
own shores, so far as economical progress or prosperity 
is concerned, is to secure free assured trade over as 
large a surface as possible. But the surface of the 
earth is held by communities other than that governed 
directly by the St. Stephen's Parliament ; and thus 
this surface is not everywhere under the rule of free- 
trade. We find it presided over by four classes of 
communities : we have a large class of foreign civilised 
countries ; we have foreign countries semi-civilised, 
according to Western ideas, such as China and Japan ; 
we have uncivilised tribes, to be found in the interior 
of Africa or of Borneo ; and lastly we have the civilised 
Colonies of the English race. In inverse order are 
these communities amenable to English political in- 
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fluence : in inverse order are the prospects of free- 
trade promising between them and England. 

§ 2. Foreign States ; Reciprocity by Treaty. — In the 
present poKtical atmosphere it is matter of con- 
siderable difl&culty for one independent State to 
secure unrestricted intercourse with another. And 
England has encountered special difficulties in this 
direction. The example of her industrial success, by 
the means of free- trade, seems to have aroused jealous 
opposition rather than wise imitation. Nor are 
the diplomatic resources of reciprocity or treaty any 
more efficacious for the purpose, if we are to judge 
by results. This should not be matter for marvel if we 
bear in mind the fact that independence necessarily 
proceeds out of diversity of conditions ; that thus 
ideas and interests that rule in one Stat;e do not rule 
in another ; and poUcies, issuing from such differing 
bases, cannot but differ in themselves. 

England, ruling her own commercial policy on the 
basis of free-trade, is asked to conduct her commer- 
cial relations with foreign States on one of two 
courses, the one positive, and the other negative. 
On the one course she may attempt by reciprocity 
to win, and by retaliation to force, other nations to 
free intercourse. On the other course she may 
attempt to coerce others by denying them all inter- 
course tliat is not free. But to refuse all trade with 
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nations that will not have free-trade is to adopt a 
panacea that is an impossibility. Were England, by 
thus allowing the abstract statement of a principle to 
blind her to her real duty in its fiirtherance, thus to 
cut herself off fix)m markets for her energy, she would 
do herself irreparable injury. We are told that for 
England to open her market to States that maintain 
a close guard on their own, is sure to lead to her 
ruin ; and England is asked to close her markets 
against all that will not admit England to theirs. 
But in the long nm, unless there are buyers in the 
English market, it will not pay sellers to appear 
there; and buyers supply sellers with something 
they desire. So long as business goes on in a market 
both buyers and sellers profit ; and the more business 
done the greater their profits. K all the countries 
of the world shut themselves up in themselves, 
there must be less business done ; so less profits made ; 
and consequently less industrial prosperity. 

Of the positive courses which seek to win by 
reciprocity, and to force by means of retaliation, 
it must now be maintained that they have no more 
succeeded in prevailing on others than has the bare 
example of the successes of free-trade. At the same 
time, this class of measures has a very baneful 
effect on the communities that adopt them. Reci- 
procity is a policy which often finds itself advocated 
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on the specious plea of self-preservation, as well as of 
beneficial influence on others. But this plea is to 
mistake the part for the whole. Men would ai^e 
that England, being a factor in the world for good, 
haa her first duty in self-preservation : and with tie 
cloak of this duty they cover a multitude of question- 
able principles for action. Reciprocity and fair-trade 
are the terms readily adopted by individual selfish- 
ness to hide its identity in the mask and trappings 
of national "self-preservation." In these policies 
there are, it cannot be denied, germs of self-pre- 
servation. Reciprocity may retain life in certain 
definite industries. K we say to a State, We will 
not buy your wine unless you buy our doth ; and if 
we persuade successfiilly, we benefit one particular 
industry. But with the same stroke we injure 
othera Reciprocity has been aptly termed " two- 
sided protection," and it doubles the evil resulta It 
is, as it were, a gun, which may indeed send its bullet 
with destructive aim, but the inevitable recoil brings 
destruction to the shooter with even greater certainty 
and force. He may hit what he aims at, but himself is 
destroyed in the undertaking. It becomes evident, 
once the sum total of effects is taken into considera- 
tion, that reciprocity and retaliation, even though we 
acknowledge them to be 'per se usefiil as temporary or 
limited stimulants, are stimulants of that unwholesome 



England in her Empire. 347 

and poisonous order which leave, in after effects, a 
legacy of greater disease and inevitable decay. They 
may prop and energise one or two national organisms 
for the moment, but in so doing they impair and injure 
all others, and subsequently vitiate the whole system. 
Thus this class of poUcies does not in the long ran 
even bring about self-preservation, although, at the 
first blush, this plea is set forward in support of them. 
Such measures, for instance, involve as their in- 
struments commercial treaties of a peculiarly com- 
plicated type : and here the whole question is seen to 
bristle with insuperable difficulties. Technical know- 
ledge of vast variety and detail has to be supplied in 
thTai^angement of euch Wi«, and rtill Ire i, 
such application essential to their practical working. 
Ab «nLou, expenditure of bL-work is th„B 
entailed, which will not gain any compensating 
reward in the possible good results of the measure. 
Such treaties are specially open to all the future 
uncertainties of the actual politics of each State. The 
fell of a ministry, the necessities of a prince, may 
alter the whole prospect and complexion of a treaty ; 
and so upset the immediate future of widely ramify- 
ing industries. Again, the necessary sanction to their 
effective working is that " most-fe,voured-nation" re- 
servation so common in modem treaties. This clause is 
a necessary evil, and the frequent cause of much com- 
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mercial perplexity and loss. When, in 1879, the 
Franco- Austrian treaty of commerce came to its end 
by the entirely private action of those two countries, 
England, Italy, and Germany suddenly found all 
their products taxed at the very high rates that 
had prevailed before France gave them lower rates in 
accordance with the "most favoured nation" clausa 
In many cases these old duties reimposed proved 
actually prohibitive : and yet no one of these coxm- 
tries had any say in the prolongation of the Treaty. 
Industry and commerce are thus brought under the 
arbitrary control of interests that have little or no 
connection with them. 

Italy has adopted a most vigorous policy of reci- 
procity. She has set up a high general taxiff with a 
view to entice other nations to enter upon special 
treaty tariflfe. She seeks to force other nations to 
" fair trade" by a system of exceptionally high tariffi 
for all who have not special treaties, and treaties she 
only makes with those who wiQ make concessions in 
exchange. This is undoubtedly better for Italy than 
following the demands of her protectionists, who are 
loud in maintaining " we cannot attract capital ; we 
are too heavily taxed with the view of starting our 
new United Italy ; and so we cannot compete with 
others ; let us protect ourselves." These men would 
coop Italians up in Italy, and jealously deny them 
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all the benefits of the facilities of production enjoyed 
by countries where capital is plentifiil and taxation 
lighter ; and so would they rob Italy of all aid and 
assistance in her journey towards prosperity. But 
Italy by this policy deprives herself of all supplies 
from countries that do not respond to her invitation. 
She curtails for herself her area of supply, and dis- 
courages that increase of intercommunication which 
ever tends to unite nations with one another indus- 
trially and commercially ; or, in other words, to create 
markets and to introduce demand as well as supply. 
The system of commercial treaties is founded on 
the watchword *' mutual concession." England and 
France have discovered the vast mutual advantages 
of free intercourse. The results of this — the sub- 
stantial prosperity of France which so surprised 
Europe after the German war, and the well-known 
material prosperity of England — ^these results are the 
guarantees that both England and France will main- 
tain and increase their free-trade connections. But so 
long as England remains a European State she must 
perforce have dealings with other Continental States 
not enjoying the enlightened statesmanship of France. 
If these other States determine to protect themselves 
to their own ruin England can do little to stay their 
course, however much she may regret the evils there- 
by accruing to the best conditions of supply and 
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demand. Many Continental States are liable at any 
moment to suffer relapse to an enervating protec- 
tionism. Germany is liable under the lead of Bis- 
marck by this means to retire from any leading 
position among productive States to which the 
energies of her people might otherwise entitle her. 
And this ruinous tendency appears to be ever present 
in all commimities that are not ruled by a wide-based 
pubHc opinion. In the &ce of such a state of things 
England must keep herself as free as possible from 
the complex uncertainties of other independent com- 
munities ; and this is to be accomplished only by 
keeping her own market absolutely open to them, 
and pushing into theirs when and how she can, 
without closing her own. Italy, in the intermediate 
stage of reciprocity, wUl thus be invited to make her 
utmost concessions ; for England will not object to 
absolute free-trade with her by treaty. This fi-eedom 
of intercourse can but invigorate States ; and these 
States thus invigorated will in no long time become 
the cherished support of those States which suffer a 
relapse to restriction and protection. In the interval 
harm will be done to the general cause of produc- 
tion ; in the end the free-trade States will more than 
ever enjoy the rewards, so forced on them, of a mcHio- 
poly of productive energy. 

There remains, however, one important class of 
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objections that England has to consider. Un- 
hampered production is no less a necessity than 
unhampered exchange ; and her own production is 
hampered by the "private'^ action of foreign nations 
in certam cases. And the question remains, what 
measures can or should be taken by England to 
obviate the evils of this indirect interference of out- 
siders with her own productive liberty. The great 
point to be borne in mind, and a point that is usually 
altogether ignored, is that this indirect interference 
is temporary in its nature. This it may be well to ex- 
plain by means of two instances. The United States, 
closed against English goods, nevertheless throw into 
the English market a variety of cheap articlea This 
cheapness is in the main an advertisement. A certain 
amount of present profit is purposely sacrificed to 
afford the opportunities of greater profit in the futura 
It is certain that if protection continue t^ rule in the 
United States, cost of production must remain 
higher there than in England ; and, ultimately, the 
higher normal prices of the articles, advertised at the 
first by means of fictitiously low prices, will drive 
them from the English market Should protection 
in the United States disappear, English competition 
in the markets of the States will wage an equitable 
and satisfactory war with American competition in 
the English market. 
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Another instance is that of the competition of the 
French " bounty fed" sugar industry, which is held 
to interfere seriously with the sugar industries of 
England. Facts teach us that, in spite of this con- 
petition, the annual output of the English industry 
has not decreased ; and the only reasonable com- 
plaint is based on the fact that the sugar industry 
has not increased. Even so, Englishmen have some 
remedy in their own hands in the intelligent and 
active introduction of the French system of beet 
growing, a system well worthy the attention of land- 
lords and farmers in the face of the low prices of wheat 
and the falling prices of meat and other " farm pro- 
duce." It is said that in the last ten years more 
sugar has been produced from beetroot than for the 
last thirty years from cane. The English sugar in- 
dustry must face this fact ; compete with the French 
in their own field ; and leave French tax payers to 
continue to support the low price of sugar in England 

In reality these interferences with the liberty of 
native production are nothing more nor less than 
bracing competition. The sugar industry itself has 
already taken the lesson to heart ; and sought greater 
efficiency by the substitution of a few large and well- 
organised works for the many smaller concerns which 
previously struggled on against the drawbacks of 
faulty management and lack of skill and power. And 
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if now the English farmer learn to produce beet the 
whole English community will have been found to 
have derived far more economical benefit from this 
French interference than the mere cheapening of the 
price of sugar with which the French taxpayer has 
kindly enriched England. 

§ 3. The Semi-cimlised ; Opening-up Markets. — 
Foreign semi-civilised and imcivilised States are far 
more amenable to free-trade policies than the more 
civilised Statea They become great purveyors of 
raw material, but only in less measure the consimiers 
of manufactured products. For England to open up 
trade with China, Japan, the States bordering on 
India, and the nations of Africa, is one of her most 
profitable enterprises. Chiefly is it so in drawing 
from these lands raw material invaluable to her own 
manufacturers and merchants, but of little applied 
use or value in the land of its origin. Nevertheless, 
in proportion as these countries are opened up as 
sources of supply, so they develop a demand for 
many of the manufactured products of England. To 
preserve and extend her trade with these countries 
is a prime duty for all that have at heart the national 
prosperity. Her area of supply is thus extended ; 
the demand for her products is thereby increased. 
This task may safely be left in the main in the hands 
of private enterprise and individual self-aggrandise- 
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ment. Treaties, conciliation, and even war, are the 
State means to obtaining a footing in such countriea 
When it is asserted to be for the material benefit of the 
native races to keep their markets open to products 
of the English, it is to assert, what the whole history 
of man bears witness to, that those who win most 
firom Nature have what may be termed a natural 
supremacy over those that obtain less ; and that they 
ever exert this supremacy for the purpose of winning 
more. The Englishman of the present day is, for 
these reasons, annexing Fiji and quenching the 
wasteful barbarism of the Zulus. 

§ 4. England! 8 Colonies. — It is, however, when we 
turn to the civilised colonies of the English race that 
we find the most urgent need of the inauguration of 
free intercourse. At the present moment there is 
probably no single product of the earth which is not 
the native product of some portion of the British 
Empire. Within its borders exists every known 
variety of soil, climate, and environment. This 
assertion has never before been possible of any other 
single nation. And when we are called upon to 
adopt as the imperial motto " Esto Perpetua," we see 
reason to hold that history has never yet shown the 
impossibility of this in regard to such a structure as 
the present British Empire bids fair now to become^ 
But that this vast are^ of supply may be made the 
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most of, may become self-supporting and autonomously 
prosperous, it must come imder the beneficial in- 
fluence of assured fi^e-trade. Its commodities must 
be freely interchangeable and freely producible with- 
out the lets and hindrances of local or personal 
selfishness or ambition. Industry and commerce 
must be entirely freed from the arbitrary control of 
political and other interests that have little or no 
actual connection with them. 

Manufacturers and merchants, and indeed all, for 
all are concerned, might with profit study the 
recorded growth of the trade of this English empire ; 
there wiU they find unimpeachable evidence of the 
fact that while foreign trade ha« suffered a steady 
decline in value, colonial trade has made a compara- 
tively equivalent steady rise. Foreign trade reached, 
in 1873, a cuhninating total of £530,000,000. It 
has since declined to £480,000,000 in 1877 ; a decline 
of 10 per cent. Trade with the colonies rising in 1873 
to £150,000,000, has since continued to rise, till in 
1877 it had reached a total of £165,000,000 ; am^of 
1 2 per cent. At the present, her outlying provinces 
absorb about one-fourth of England^s trade; and 
these provinces are destined to a rapid proximate 
growth, whereas "foreign countries'' have no im- 
mediate prospect of rapid growth, while any increase 
in trade with them is entirely problematical It 
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seems, then, certain that this trade within the empire 
is a most important feature in the prosperity of 
England ; and this trade is entirely in the hands of 
Englishmen ; can they not insure its freedom for 
themselves ? 

Both of food and of raw material^ the British 
Empire oflfers an inexhaustible and cosmopolitan 
supply — and a supply which shall not only suffice for 
its own wants, but serve with its surplus the wants of 
other nations. As an instance, we may take wool 
Australia and New Zealand have, in a brief haJf- 
century, largely monopolised the supply of wool to 
Europe. At present there are annually sold in the 
English market something like 800,000 bales of 
Colonial wool, and only 80,000 bales of European. 
Nearly one-half of the wool imported is taken up by 
foreign buyers. England, by means of her empire, 
thus enjoys all the advantages of being the world's 
wool-market. The winnings of the carrier and the 
middle-man and distributor are thus handed over to 
England. And this is very much to the benefit of all 
concerned. The market being large is steady. The 
competition of manufacturers yields true prices. The 
competition of growers yields true prices and enhances 
quality. And the consumer enjoys the cheaper 
price or better quality of the manufactured article. 
Practical proof of all this is to be seen in the present 
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satisfistctory prices of " woollens." We find, too, that 
the Australian squatter has quite eclipsed the 
merino breeders of Germany and Spain. In 1878 
the extraordinary price of 55. per pound was paid 
for some Australian merino wool. And the " cross- 
breds" in New Zealand are equally superior to their 
relatives in Europe. Such is an instance of the wealth 
of supply of the British Empire. Thus England, by 
becoming the central mart of the empire, is vastly 
benefited herself, and in no less degree vastly bene- 
fits her distant provinces, by aflTording them a steady 
assured market, where demand, if there be any in 
the world, is sure to congregate. England rises in 
her empire like the town of earlier stages of civilisa- 
tion. Thither men bring what surplus they have to 
dispose of — and as matters grow the town is enabled 
to help them much — to secure their access to her 
markets — and to attract buyers irom a distance. But 
there must be freedom of access : and this is nothing 
more than free-trade within the empire. 

And there are other productive advantages in a 
firmly knit empire, such as that of England. Her 
various provinces enjoy defined and constituted laws. 
The spirit of the united empire scares the very 
thoughts of revolution and civil strife. The genius 
of Parliamentary Government has. Englishmen are 
proud to see, reappeared in every corner of the globe 
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where Englishmen congregate ; and, with the appear- 
ance of this innate genius, peace and good govern- 
ment are assured. This fact, no less than the known 
wealth of the mother-country, gives to all members 
of the empire a Intimate credit which finds its 
profit, for instance, in the comparative cheapness of 
capital that they may borrow. This attribute of 
security is, moreover, not the only recommendation of 
these Colonial loans, these Colonial public debts ; 
they are in addition known to be expended on strictly 
productive or remunerative works. Other nations 
invest what capital they can borrow in the impro- 
ductive or rather self-destructive expenditures of 
wars and mis-government. Russia is ofiering any 
price for money to pay for her wars and her con- 
quests. Turkey makes violent efforts to pay enor- 
mous interest for the money she squanders in mis- 
government. The nations of Continental Europe pay 
high for the privilege of wasting their productive 
energies in watching each other's ambitions. The 
disunited oflfehoots of Spanish and Portuguese nation- 
ality in South and Central America, with their wars 
and their chronic condition of revolution and general 
instabiUty, are insatiable gulfe for the investments of 
the confiding and the speculativa It is, indeed, worthy 
of remark that, while in all these States one of the 
main reasons for keeping the peace with one another 
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is the difficulty of obtaining the use of other 
people's money, for the various provinces of the 
British Empire, on the contrary, because of the fact 
that peace is in perpetual reign, the use of other 
people's money is readily to be obtained. It becomes, 
then, a first duty of this empire to sustain this bene- 
ficial credit and this profitable order in the conviction 
that most capital and the best hiunan enterprise will 
ever seek so secure a field in preference to any 
other. 

This investment of English capital in the develop- 
ment of the productive powers of our colonies has, of 
late, assumed considerable proportions. And this fact 
in great measure explains the nominal falling ojff in 
England's foreign export trade. More attention 
seems daily to be given to the productive advan- 
tages of our colonies ; experience proves that within 
the empire is the best field for the use of capital ; 
and this affects the amount and value of the actual 
products of industry within the British Isles. As a 
fact, British energy and British capital are spreading 
themselves fast from England as a centre over the 
British Empire. The profits of this wider applica- 
tion of national wealth are already greater, even 
though they detract from what has heretofore been 
regarded as the sign of the nation's productive progress 
—the nominal total of foreign exports. These growing 
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profits are Devertheless spreadiDg over the whole 
empire a network of mutual interests. And if this, as 
some would have it, is no security for the perpetuity 
of political connection, it is nevertheless the visible 
and practical outcome of harmonious union ; it will 
survive so long as this lasts ; and it will vanish only 
when this commercial union disappears. And it 
matters little whether political or national be the 
special epithet which fastidious reasoners see fit to 
apply to it. It is a reliable network of mutual 
interests, holding communities together in profitable 
union, and to the material advantage of each. 

There are a few politicians who yet hold to the 
theory that as England survived the " terrible dis- 
memberment of 1783," so she would survive any 
others ;* " that the entire fabric of the British Em- 
pire was reared and consolidated by the energies of 
a people ; and that if by some vast convulsion our 
transmarine possessions should be all submerged, the 
very same energies of that very same people would 
either discover other inhabited or inhabitable spaces 
of the globe on which to repeat its work, or would 
without them in other modes assert its undiminished 
greatness. Of all the opinions disparaging to Eng- 
land there is not one which can lower her like that 
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which teaches that the source of strength for this 
almost measureless body lies in its extremities, and 
not in the heart which has so long propelled the 
blood through all its regions, and in the brain which 
has bound and binds them into one." The fact is, 
these very same energies of this very same people 
are, at the present day, spreading themselves over a 
vaster area than ever : and whether these energies are 
exercised in "free congenital communities," or as 
pertaining to " masters and foreigners presiding over 
lands that possess indelibly some other ethnical cha- 
x^ter of their oW-these energies are exercising 
themselves to the full and profitably over these same 
transmarine possessions. It is because the " measure- 
less body" has extremities, and because and so long 
as these extremities are duly energised that the 
heart and the brain and the blood have the oppor- 
tunity for active and healthy action and influence. 
Lop a limb, and by so much is the opportunity for 
action and influence curtailed ; by so much is the 
field energised by a healthy vitality lessened. These 
energies have spread to-day in a measure that was 
impossible, nay inconceivable, without those aids of 
science which have dissipated the darkness of past 
generations. 

And when we speak of energy and capital spread- 
ing themselves out over the empire we must re- 
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member that energy implies men. Much of enei^ 
has to be applied locally and in the flesL Capital is 
readily transferable, with little r^ard to space or 
even to political connections ; but the brain that 
directs and the hand that toils are intimately affected 
by these two conditions. Productive prosperity, 
also, is marked by increase of this energy ; by mul- 
tiplication of brains and handa Lord Derby, speak- 
ing during the depression of 1878, said : " I think it 
is a very fair question whether in this little island of 
ours we are not getting packed too closely, and 
whether we have not suffered from the comparative 
stoppage of emigration in the last few yeara" With 
prosperity brains and hands accumulate out of all 
proportion to the local demands or needs. It is in 
the absorption of such redundant British energy that 
the wide-lying transmarine provinces of England are 
simply invaluable. 

Emigration is a subject of more importance than 
appears on the surface. Use^ lessons may be learned 
of commercial depressions; none more useful than 
the fexjt that for national energy some outlet is neces- 
sary. Emigration is for Englishmen no mere safety- 
valve : it is increased application of national force. 
When the high pressure energy is developed in too 
great force for the actual needs of the local work, it 
is not dissipated and set free uselessly to the labour 
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in hand, but conducted along safe courses to energise 
and develop similar labours. The surplus of brain- 
power holds India for us and for what is best in 
civilisation ; and taps the trade of the East, of China, 
of Tropical Africa. The surplus of muscle-power wins 
the vast wilds of Canada, Australasia, and the Cape 
to the control of the producer. These ai'e profitable 
outlets for the surplus energy of a nation ; but they 
must be retained as such, or this surplus energy will 
be annihilated in vain dissipation ; or, finding no due 
outlet, will itself destroy with direful destruction the 
engine it has so long energised. 

The depression of 1878 has proved that there is a 
large margin of unemployable labour in England. 
Rapid improvements in machinery, in chemistry, in 
*' applied science'' generally, improve the efficiency of, 
but do not increase the demands for, manual labour. 
Yet the concomitant increase in prosperity is increaa- 
ing the supply of labour. Emigration has practically 
ceased to the United Statea The arrivals thence 
now equal the departures thither. At the same time 
Canada, and especially Australasia, are rapidly rising 
in the estimation of the emigrant classes. The colonies 
themselves, with a wisdom that marks their inherit- 
ance of the political sagacity of their ancestry, 
vigorously support this movement. The Home au- 
thorities have no less cause to support it. It is 
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certain that much of the decrease in English pauper- 
ism is due to this movement. There is no want of 
bread in new lands. The pauper in the new colony 
becomes so from crime or vice or absolute misfortune ; 
never in spite of himself The rapid settlement of 
waste lands ensuing benefits every citizen of the 
empire; the labourers are all of them enabled to 
find work ; and the capitalist secures the labour so 
necessary for the due employment of his capital. 

Moreover, Englishmen have secured to their own 
eminently successfiil ideas of rule and management 
the waste spaces of the earth. As a consequence, 
when a citizen of any nation would emigrate he forth- 
with becomes an English citizen. Thus the British 
Empire is fed by a most important stream of energy 
and capital flowing out of foreign States. In every 
way the basis is laid of productive success on a large 
and lasting scale. But the structure to be raised 
upon this must be built on the sound plans of secured 
and free access to markets for each man with that 
commodity he can best produce. The rest of the 
world may hold haughtily aloof, busied in its own 
ambitions : but this structure will, at all events, 
insure to its inmates the best prosperity possible 
under present human conditions. 

It is, however, matter of notoriety that many of 
our colonies at the present do impose duties for 
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avowedly protective purposes. The Colony of Victoria 
is a notable instance, more especially as she holds 
to her position in spite of the tendencies of the 
surrounding colonies towards free-trade. But the 
instance of Victoria is hopeful for those who acknow- 
ledge the true course to be free-trade. Australians 
themselves already agree that Victoria is in danger 
of occupying the unenviable position of the " horrid 
example.'' The inebriate sot is placed on the plat- 
form as a warning to the intemperate. Victoria is 
passing rapidly to the tenacious grasp of the vested 
interests generated of protection. Already South 
Austraha and New South Wales are joining hands 
behind her back, across the interior of Austraha ; and 
there is the certain prospect that their Uberal tariflfe 
will now sap the whole fertile tract of back country, 
which is barred from its natural outlet, through 
Melbourne, by the barrier of the frontier line of pro- 
tectionist Victoria. That such an example should 
set such a lesson in peace and quiet is one of the 
beneficent possibiUties of a united empire. And no 
doubt the very violence of protection in Victoria will 
simply impel the neighbouring colonies all the faster 
along a free-trade course. They are already fast out- 
running Victoria in the race of prosperity. Victoria, 
owing to the capital and population that her gold- 
mines introduced into the coimtry, rapidly rose to 
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take the first place among the Australian colonies. 
Of late years she has remained even stationary as 
compared with the neighbouring colonies. And with 
the banefiil assistance of a rigid protectionism she is 
allowing them to close fest upon her in the race for 
the premiership among Australian colonies^ in which 
she obtained so eminently favourable a start. 

Again, in the case of Canada many men have justi- 
fied protection. Sir J. Macdonald, one of her best 
statesmen, declares, '^ K the Americans raise up a 
Chinese wall by which not a single article Canadians 
produce can go in untaxed, we will raise up a similar 
walL" Here we find local politics set up to justify 
policies of retaliation which involve protective policies. 
Canada strives thus to coerce the United States into 
reciprocity, at all events, even if not mutual free- 
trade. Are these local necessities to be allowed for one 
moment to endanger the continuity of a persistent and 
inviolable free-trade between Canada and England? 

All men acknowledge that fi:'ee-trade is good, pro- 
vided there be two sides to it ; free-trade, indeed, 
is held to be impossible without the two parties 
necessary to all contracts. In the mother-coimtry 
and the colonies we have the two parties, and when 
free-trade comes to reign definitely and for ever 
between them, prosperity must needs be assured to 
all concerned. 
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It may well be asked, why have any of the 
provinces of the British Empire the right, how have 
they the license, to adopt other than free-trade prin- 
ciples ? And the answer is to be found in the exa- 
mmation of the peculiar constitutional arrangements 
that have come of the grant of self-government. 
When British communities, as the empire developed, 
found themselves growing to prosperous strength in 
distant parts of the earth, it was only natural that 
they, with the full concurrence of the Home authori- 
ties, should take upon themselves the task of 
managing their own aflSiira And with the grant 
of self-government came the undeniable duty of 
contributing towards the management of their cor- 
porate concerns ; and, with this duty, the right to a 
voice in the amoimt and kind of sacrifice necessary 
for the due performance of this fimction. When the 
Imperial Parliament delegated some of its powers 
to distant commimities of Englishmen — ^because of 
the fact that their corporate concerns could best be 
managed on the spot — it delegated among* other 
powers that of taxation for the purposes of carrying 
on the corporate duties of the community. 

This fiscal liberty has now, in some cases, become 
the cloak of commercial license. So long as a 
province taxes itself for itself by measures that 
do not afiect or injure other provinces, all is well 
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But once it passes beyond this, and taxes itself for 
purposes over and above those of revenue, or, in other 
words, the support of its corporate action ; and 
above all when, by so doing, it affects and injures 
other provinces ; at once the interests and rights 
of other members of the empire become involved, 
and the case passes fix)m the care of that particular 
community to that of the national authority which 
presides over the interests of all the various com- 
munities or provinces which constitute the empira 
In a word, by the imposition of duties for purposes 
other than those of revenue, a province of the 
empire at once invades the domain of Imperial 
interests ; at once challenges the control of the 
Imperial authorities. 

The Imperial Parliament, before this latter-day 
development of self-governing provinces of great 
power and influence, never had its authority ques- 
tioned or even appealed to in regard to the general 
commercial policy of the empire. Now the case is 
altered : and it is evident the Imperial authorities 
must resume this forgotten duty. But they must 
resume it, bearing in mind the fact that, in the 
interval vested or prescriptive rights have come into 
being; various of these prosperous provinces have 
now an equitable right to a voice in the matter. 
In order to institute free-trade in perpetuity for 
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the British Empire, its various self-governing com- 
munities must be brought to mutual and, in a 
measure, spontaneous agreement. The development 
of self-government ' has brought into existence the 
necessity, on gi-oimds, both of equity and of ex- 
pedience, for an appeal based on the principles of 
voluntary union. The Imperial Parliament can 
indeed, and should, remain the constitutional guar- 
dian of some such new charter of union, once such 
a charter be instituted by mutual agreement. And 
under the strict terms of this charter will fall any 
fiiture delegations of self-government or of fiscal or 
other powers to separate communities of English- 
men that may, in the fiiture, develop the acquisition 
of self-government. 

Such are the rational means to this desirable end. 
That they are eminently feasible at the present 
conjuncture of affairs is not to be doubted. They 
will derive great countenance and assistance fi'om 
the silent but powerful influence of English opinion 
on the whole empire. English statesmen are the 
pick of a large and well-qualified field; and it 
is no wonder that their utterances are treasured 
up and valued most highly by the statesmen of the 
Colonies. There is much indirect influence at work, 
both in the counsels of government and in private 
authority, towards insuring a true concordance of 
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colonial with home opinion ; and to this we may con- 
fidently trust to aid in the great work of eventually 
doing away with protectionism throughout the 
empire. 

Some would seek to hasten this by a course of 
differential tariflfe and other measures which should 
seek to encourage the provinces of the empire to 
consolidated action ; but which should take no notice 
of the existing fiscal policies of any particular colony; 
which should draw no line but that between all pro- 
vinces of the empire and fi:'ee-trade foreign States 
on the one hand, and, on the other, as beyond the 
sphere of such commercial charity, all foreign protec- 
tionist States. But there seems to be little need for 
such directly precipitate measures There are but two 
or three colonies, out of the total number of fifty, 
that avowedly put in practice protective principles, 
or that impose duties on imports for the purpose 
of protecting their industries. All others are ready 
in principle to join in such union ; and there is 
nothing impracticable in the prospect of the various 
provinces of the British Empire banding themselves 
together, in their various degrees of constitutional 
spontaneity ; and jealously maintaining as secured 
freedom of intercourse among themselves, as close a 
commercial union as that rigorously maintained by 
the citizens of the United States. 
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Yet, whether by direct political action, or by these 
many means of indirect influences, certainly one of the 
gravest and most profitable' tasks of English states- 
manship, both of that which exercises itself in the 
crowded arena of the mother-country, and that whioh 
rises to a vigorous life in her many provinces, is to 
aim at the consolidation of the empire in regard to 
the exchange of its products ; the inauguration of 
a true free-trade era ; the commercial unification of 
the empire. 

The value to the theorist of the example of 
England is obvious ; and in examining that example 
there are brought to light many necessary sug- 
gestions, many distinct proposals, many clear and 
undeniable claims on the statesmanship of the 
present. We have seen that in the world of 
production England can only hope for a leading 
position in virtue of her national and natural 
superiorities in certain branches of human endeavour. 
This claim of hers is, however, greatly enhanced by 
the determined protectionism of other States. They 
seek to cut themselves ofi* from benefiting by that 
highest form of the " division of labour" which allots 
to each State the duty of supplying others with what 
it can produce with greater facility than them. 
England, perhaps, cannot help this ; cannot wean 
them from this their folly. Indeed, the more she 
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herself succeeds the more do these other States draw 
themselves back from the race ; the more do they 
allow theu: statesmen to '"pull" them ; and they fall 
hopelessly into the ruck. English common sense, 
however, will recognise the true principles of success, 
and strive, wheresoever it may be thriving in the 
empire, to institute the absolute blessing of free-trade. 
Englishmen, standing to the colours of their great 
plenty, wiU pui fte^f^e »o ' &r in l-y 
direction as they can. This will help them to stem 
" bad times" as it has helped them before. This 
will in their case, in the case alone of those who 
adopt free-trade, form an atmosphere uncongenial 
to the existence or appearance of commercial depres- 
sion ; and it will in time so weaken and paralyse the 
circumstances in which the conditions of depression 
are engendered, that ** bad times" will come to be 
regarded among Englishmen as the curiosities of the 
past or the results of the imaccountable follies of 
foreigners. 
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